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MR. RICKETT

Palestine Settlement

Last Thursday when the Cabinet discussed this matter they
approved the Foreign Secretary's proposals in principle but
invited the Chancellor to discuss further with the Foreign
Secretary the "form and scale of the financial assistance which
the U,K. Government should accord to the Israel Government under
the plan".

This apparently takes account both of the Chancellor's
point that the amount of the Govermment-to-Government loan
should be reduced, and of the objections which he voiced to the
proposals for the sale.of Israeli bonds.

The first point #gs primarily for éé;. and I am in touch
with Mr. Drake about how we should deal with this in future
disuussions with the Foreign Office. On the second point,
somewhat unfortunately, the Minister of State for Foreign
Affairs revived in the Cabinet the idea that, as a alternative
fo the sale of bonds, the Government of Israel might be given
access to the London market. We had thought that we had
convinced the Foreign Office that this was quite impracticable.
It seems that we shall now have to deal with it in a rather more
formal manner, and I attach a draft letter for you to send to
the Deputy Governor in order to get a formal expression of the

Bank's views (the views which I have set out in the draft are

o
based on\¥§f word which Sir Leslie Rowan had with the Governor

{

(W. ARMSTRONG)

some time ago).

20th June, 1955.
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DRAFT letter from Mr. Rickett to the
Deputy Governor, Bank of England.

Palestine Settlement

We were most grateful for your very prompt
and helpful letter of 10th June on this subject.

The matter was recenfly considered by
Ministers)when the proposals of the Foreign
Secretary were agreed in principle; the Chancellor
isito discuss further with the Foreign Secretary
the form and scale of the financial assistance
which the United Kingdom Government should accord
to the Govermment of Israel under the plan.

In the light of the difficulties raised by
the Chancellor to the proposal that the Govern-
ment of Israel should be allowed to sell bonds
in this country, the suggestion was made that,
as an alternative, the Israel Government should
be given permission to raise up to £15 million
in the London market. This is, of course, not
a new suggestion,but one which we thought that
we had convinced the Foreign Office was quite
impgacticable. On the basis of a word which
Rowan had with the Governor,‘%% told the Foreign
Office some time ago that we did not believe that
it would be possible for the Government of Israel
to raise any morgy at all by a public issue in
London. Moreover, of course, the difficulties
which we have all felt about the bonds proposal,
because of the effect on our relations with the
Commonwealth and Scandinavia, would apply to this
idea also - and to my mind to an even greater

degree. ”The one thing that can be said about

/the




the bond-selling proposal is that it is quite

extraordinary, that it has many of the features
of a charitable appeal, both in the public to
which it is addressed and in the way in which it
is organised, and that there is some chance that
it might tap some funds which could genuinely
be regarded as available only to this special
borrower. .

4

We have it in mind to suggest to the

Chancellor that he should follow this line in
his discussions with the Foreign Secretary, and
I shall be glad to know whether you agree and
whether you have any additional points which you

would wish us to put forward.




20th Jure, 1955,

Palestine Settlement

de were most grateful for your very promnpt end
helpful letter of 10th June on this subject.

The matter wss recently considered by Ministers,
when the prcposals of the Forelgn Secretary were
agreed in principle; the Chancellor is, however, to
discuss further with the Foreign Sceretary the form
and scale of the financial assistance which the
United Eingdom Government should sccord to the

e - e

Government of Israel under the plan.

In the light of the difficulties raised by the
Chancellor to the propossl that the Government of
Isrsal should be allowed to sell bonds in this
country, the suggestion was made that, as an
alternative, the Isrsel Government should be given
permission to raise up to £15 miliion in the London
merket. This is, of course not s new suggestion,
but one which we thought that we had convinced the
Toreilgn Office was quite iupracticable. On the bassis
of a word which Rowsn had with the Governor, we told

/the Foreign Office

H.C.B. Hynors, Isqg.,
bBank of ZIngland.




the Foreign Office some time ago that we did not
believe that it would be possible for the Government

of Isrsel to raise any money at all by 2 publie

issue in London. Moreover, of course, the difficulties
which we have all felt about the bonds proposal,
because of the effect on our relations with the
Commonwealih and Scandinavia, would apply to this ides
also - and to wy mind to an even greater degree.

de have il in mind to suggest to the Chancellor
that he should follow this line in his discussions
with the Foreign Seeretary, and I shall be glad %o
know whether you sgree and whether you have any
additional poinis whieh you would wish us to put
forward.

D. H. F. Rickett

(D.H.¥, RICKETT)
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Dear Rickétt,

Many thanks for your letter of the 20th June about
Palestine. Without (of course) having made any particular
enquiries, we should advise that a public issue in this market by
the Government of Israel for £15 million or, indeed, for a far
lesser amount was not a practical possibility. Market
undérwriting is certainly out of the question as is, I assume,
an H.M.G. guarantee.

The only good defence against criticism by other
would-be borrowers in this market would be that the operation was
expressly part of a general settlement in an explosive part of the
world. If this can be established, perhaps the form of the
borrowing is not so important: but I should be inclined to agree
with you that the less like a normal issue the better, from this
point of view.

Yours sincerely,

D.H.F.Rickett, Esq., C.B., C.M.G.




Mr. We .A.I'ms'trong

With the Compliments of

Mre. A.E, Drake

TREASURY CHAMBERS
Great George Street
London, S.W.1
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28¢h June, 1955
Dear Rose,

You will be aware that when the Cabinet discussed the plan
for a Palestine settloment on Thursday 16th June they imvited the
Chancellor to discuss further with the Foreign Secretary the form
and scale of the financial assistsnce which the UK, Covernment
should accord %o the Iarael Government in the plans This takes
account both of the Chancellor's point that the possibility of
reducing the amount of the Covernment loan should be exemined, and
of the sbjections which he voiced to the proposals for the sele of
Israeli bonda.

The latter point is being teken up by William Armstrong. This
letter deals with the former,

You will be aware, from the Chancellor's own paper on the
subject, of the balance of payments difficulties which make it
essential for us to keep any Covernment loans $o Israel in this
connection to a minimum, I fully sprreciate the embarrassment vise
asvis m-ricsns if we should arpear to be dragging our feets But
at the gseme time the £15m, which has been talked about 20 far
represents = considerebly higher proportion of the total than ve
normally contribute to the expenses of MMRiA, Since 1952 we have
normally contributed about 187 or 19/ of the total Mfunds of the
latter, end the contribution has worked out at 267 or 27 of the
imerican contribution, In the present case if the total from
countries other than Israel is to be £70my, and the smericans are

/to

Ce e RoBE, 580,
Foreign Office,
Dovming Street,
S, Yo le




to contribute £50me, £15me from us would be over 21, of the total
and 30% of the American contributions It does not seem fair tha$
we should be asked to go so fare

What we in $he Treasury would like would be that our offer of
a Government loan to Israel should be limited to £10me If; however,
you think that it would be impossible to get away with szo little,
we might be prepared to ask the Chancellor %o consider £12im. This
would be asbouf 187 of the total, and sbout 25 of the American
contribution,

I should be glad to know your views on this matter.

Yours sincerely,




b/Israel ‘settlement

Your minute of 23rd June.

see Mr, Drake's letter of 28th

I submit a draft letter from you to Mr.

Shuckburgh. L—M t/iﬂ‘-’ff""t /)c‘....zz..s_.}

i

s B
A

POTTER )

29th June 1955




SECRET
DRAFT letter to C.A.E. Sh@ckburgh, Esq., C.B., C.M.G.,
Fogﬁign Office.

c.c. B{A.F., Rumbold,Esq., C.M.G., C.I.E
ALommonwealth Relations Office

/ A.E. Drake
[/ Sl tlus

Dear Shuckburghyf
{fi‘

§
Plan fo?iArab/Israel settlement

When the Cabinet considered this matter on
16th June they invited the Chancellor to discuss
further with the Foreign Secretary the form and scale
of the financial assistance which the United Kingdom

Government should accord to the Israel Government.

s The Chancellor had informed Cabinet that
provided he had reasonable assurance that we should

e

not find that we had given Israel assistance without
in fact securing a settlement of the outstanding
issues between her and the Arab states, he would be
reluctantly prepared to agree -
(2) that H.,M.G. should make a loan to the
Government of Israel
(b) that permission should, if necessary, be
given for the Israelis to raise up to £15 m.
over ten years by the sale of Israel Government
bonds in the U.K.
As regards (a), the Chancellor expressed a wish to
consider further whether the loan should not be for
a smaller amount than the £15 m., proposed. As
regards (b) he expressed the hope that we should
take no initiative in offering the Israelis special

facilities for raising money here.

-

B Drake has taken up the discussion of the
proposed U.K., Government loan in his letter to Rose

/dated




dated 28th June. The present letter deals with the

4

question of facilities for the Israelis to raise

money from the public in this country..

L. Your Minister of State told Cabinet that he did
not regard facilities fér the sale of Israeli bonds
as an essential feature of the plan and that he
would be content with the grant to the Israel

Government of permission to raise up to £15 m. on

=
0]

k

the London market, There was support in Cabinet for
the view that the grant of access to the London
Market would be preferable to granting facilities

ral

for the sale of bonds.

B You will remember that I told you last April,
on the basis of advice from the Bank of England, .
that it would not be possible for the Government of
Israel to float a loan of the order of £15 m. on the
London Market. The Bank of England hdve now, without
of course having made any particular enquiries,
confirmed their advice that a public issue for

£15 m., or indeed for a far lesser amount, would not
be a practical possibility. They are also inclined
to agree that the difficulties we see from the point
of view of the effect on our relations with the
Commonwealth and Scandinavia would apply in even
greater degree to a London lMarket issue than to the
bonds proposal - which would have some features of
an eitraordinapy charitable appeal, both in the
public to which it was addressed and in the way in

which it was organised.

6. In the circumstances we think it would be well
to let the position rest with what the Chancellor
put to Cabinet; namely that while we should take no

initiative in offering the facilities to the

/Israelis,
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Copy sent to: H.A.F. Rumbold, C.M.

Mr. Drake
Mr. S,L. Lees ﬂ/
\Aﬁ 1st July, 1955.

Plan for Arab/Israel Settlement

Dear Shuekburgh,

When the Cabinet considered fthis matter on
16th June they invited the Chancellor to discuss
further with the Foreign Secretary the form and
gcale of the financial assistance which the United
Kingdom Government should asccord to the Israsel
Government.

2 The Chancellor had informed Cabinet that,
provided he had reasonable assurance that we should
not find that we had given Israel assistance without
in faet securing a settlement of the outstanding
issues between her and the Arab states, he would be
reluctantly prepared to agree -

(a) that H.M.G. should make a loan to
the Government of Israel;

(p) that permission should, if necessary,
be given for the Israelis to raise up
to £15 million over ten years by the
sale of Israel Government bonds in the
United Kingdom.

As regards (a), the Chancellor expressed a wish to
consider further whether the loan should not be for
a smaller amount than the £15 million proposed. As

/regards
CeAsE. Shuckburgh, Esq., C.B., C.H.G.,
Foreign Office.




regards (b), he expressed the hope that we should
take no initiative in offering the Israelis special
facilities for raising money here.

3 Drake has taken up the discuesion of the
proposed U.K, Government loan in his letier to Rose
dated 28th June. The present letter deals with the
question of facilities for the Israelis to raise
money from the public in this country.

L Your Minister of State told Cabinet that he
did not regard facilities for the sale of Israelil
bonds as an essential feature of the plan and that
he would be content with the grant to the Israel
Govermment of permission to raise up to £15 million
on the London market. There was support in Cabinet
for the view that the grant of access to the London
market would be preferable to granting facilities
for the sale of bonds.

5e You will remember that I told you last April,

on the basis of advice from the Bank of England,

that it would not be pessible for the Government of
Israel to float g;iggg/of the order of £15 million
on the London ma . The Bank of England have now,
without of course having made any particular enquiries
confirmed their advice that a public issue for £15
million, or indeed for a far lesser amount, would

not be a practical possibility. They are also
inclined to agree that the difficulfies we see from
the point of view of the effect on our relations with
the Commonwealth and Scandinavia would apply in even
greater degree to a London market issue than to the
bonds proposal - which would have some features of
an extraordinary charitable appeal, both in the
public to which it was addressed and in the way in
which 1t was organised.

/6.




6. In the circumstances we think it would be

well to let the position rest with what the
Chancellor put to Cabinet; namely that while we
should take no initiative in offering the facilities
to the Israelis, we should be prepared to accede to
a request, if made by the Israelis, that they should
be allowed to raise, through the sale of bonds in
the United Kingdom over ten years, up to £15 million
of the £30 million they are to provide from their
own resources and the contributions of the inter-
national Jewish community.

T I am sending a copy of this letter to
Rumbold (C.R.O.

Yours sincerely,

(W. ARMSTRONG)
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TOP_SECRET

(Cc. My D'\cx\t.
‘ V. \seay
A, Redn (/. Yl =
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Thank you for your letter of July 1
about permission for the sale of Israeli
Government bonds in the United Kingdome.

2e I agree entirely that we should let

this question rest as described in paragraph
6 of your letter.

I am sending a copy of this letter to
Rumbold, Commonwealth Relations Office.

/) ’rkv A “L/ "’;/ A~
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(C. A. E. Shuckburgh)

We Armstrong, EsSQe, MeV.Oe,
Treasurye
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MR. POTTER

Alpha

1 and 2 done. I note 3. The letter in 4
was sent, signed by Russell Edmunds, but
copy has not reached the file. I will ask
him to attach it.

.’ z/
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British Embassy,
cgiro.
9th July, 1955.

!!!’SECBET

Dear Russell,

I have now discussed your letter of 8th June, about compensation
for Arab refugees from Palestine, with Murray, our Chargé d'Affaires,
with Sterndale Bennett, the Head of B.M.E.0., and (in-Beirut) with
Crawford, Dale and Tomlinson. I have postponed my reply until
Sterndale Bennett, with whom I had a preliminary talk in Kicosia,
has visited Cairo. I have also had & passing word with Byroade,
the U.5. Ambassador: he had received a report from Dale but he
thought that, for the time being, the whole subject was "academic"”
and he has not, so far, taken up my offer to call on him for a
further exchange of views.

2. Marray, Sterndale Bennett, Crawford and I are, I think, in
broad agreement. Dale and Tomlinson had not heard from the

State Department when I saw them in Belrut and I showed them your
letter. They had little time to think over the problem but their
views were very much in line with ours. Sterndale Bennett is
writing separately to the Foreign Office and in this letter I will
speak for myself alone, leaving it to Murray, Sterndale Bennettand
Crawford to register their dissent if they differ violently from me.
I need hardly say that in forming my opinions I have been greatly
helped by my talks with them.

3e It seems to me to stand out a mile thet it would be a bad
mistake to deal with compensation separately from the larger
problem of the resettlement of the Arab refugees. There are, of
course, many entitled to compensation who are not in need of
resettlement; 4in particular your category (e), consisting of
familities who would receive over £2,000 each and who on your
estimates would take £50 million out of the £100 million, must
include many who have ectablished themselves successfully in the
Lebanon or Jordan. Put there cen be no real "pacification" of

the widdle Fast without a solution of the Arab refugee problem, and
this.is, I suggest, the framework within which compensation should
be considered. if, compensation having been paid, there was
8till, Tor example, a large concentration of refugees in Jordan witi
no hope of being absorbed into the Jordanian economy, much of the
money paid out in compensation would, in my view, have been poured
down the drain.

Le The figure of £100 million which you mention is, I believe,
the estimate made by the Refugee Office of the P.C.C. in 1951. I
understand that it is 2lso the lowest that the Arabs are likely to
acecept; they may indeed insist on more as the price for giving up
their argument that repatriation is the only answer to the refugee
problem. Assuming, however, that the £100 million were acceptable
to the arabs the proposal is that Israel shovld pay 107 oul of her
own exiguous resonrces, that world Jewry should lend Israel 207,
and that foreign governments should lend Israel the balance of 70/.
This means that Israel would have to shoulder the whole £100 million
even though she might have many years in which to pay off the

loan element. I should expect the Israelis to think of the
Teompensation” which Germany is paying Isreel under the 1953
Reparation Agreement and to argue thus:-

/(i) Cermany

We Ruﬂstll Emunds' E8Qey OQB.E.' ToDo'
Hele Treasury.




(1) Germany committed many atrocities against the Jews and
lost a war.

(11) The flight, voluntary or involuntary, of the Arab refugees,
was one of the natural conseguences of a war which
israel did not lose.

(iii) 'The Germans, to salve their consciences, are paying the
egquivalent of £290 million in compensation to Israel
over 10 years.

(iv) The population of Vestern Germany is L5 million as compared
with Israel's 1.3 million.

(v) Western Germany is a viable country, with indeed a balance
of payments surplus, whereas Israel is still far from
paying her way.

(vi) Why should Isrsel, who did not lose a war, whose conselence
ds clear, and who is a small, poor gountry, entertain
for a moment the fimre of £100 million if she has %O
pay it in the long mn, however long the run may be.

With her own intractable bslance of payments problem it would be
difficult enough for Israel with the assistance of world Jewry %o pay
304 of the sume Notwithstanding Israel's apparcnt willingness in
prineciple to pay compensation, £10C million would, I feel, be guite
out of the guestion for her except on the cynical assumption that
she would default, as soon a&s possible, on the foreign loans. I
should expect her to make great play with the need to compenzate the
Iraqi Jews who were, T believe, virtually expelled (to the eonsider=
able inconvenience of the banking and bunsiness 1ife of Iraqg) as

well as with the losses which Jews in Palestine suffered during the
war. Bearing in mind Isrsel's tactics with Rarclays Rank in the
matter of a loan for the unfreezing of the Arab balances, I should,
also, expect her to say that she will only take a foreign loan to
pay compensation to the Araebs if she is also given a substantial
foreipgn loan to assist her in the vital task of meking herselfl
vieable.

5 ' Whatever the Tigure for compensation might be, I think Israel
would be anxious to pay a substantial part of the compensation in
kind. The great attrection to Israel of peace with the Arab
countries is that it would, she expects, give her opportunities of
economié expaneion in the Middle Wast. The Teralis have the
industrial skills and the gift of diligence which the Arabs so
notorously lack. Israecl could be the producer Tor Arab countries
of a very wide range of productse which require a small saount of
raw material and a2 high degree of human skill; optical instruments,
radio sets, pharmeceuticals are obvions examples. ‘e may assume
that, given an Isracli~Arsb settlement, {he economic blockade of
Israel would be called off. But thie does not mean that the Arab
countries would be content to see Izrael achieve a substantial
degree of economic domination in the liddle Tast. They would,
therefore, be reluctant to accept payment of compensation in kind.
Even if this were not so, there would be substantisl practical
difficulties too. Wherever x7 of the refugeces are, there would
presumably have to be an agency which would dispose in thal country
of & due proportion of the compensation paid in kind so as to be
able to pay out to the refugees in that country the proceeds of the
sBales. Otherwise exchange difficulties might well arise. But
there would not necessarilly be any close relationship between the
proportion of totsl refugees in any one country and the proportion
of total "compensation goods" which that country could take. This

/problem




problem would be particularly acute without a solution of the
refugee problem i.e. so long as 500,000 remained in Jordan; but it
would not be resolved by redistribution of the refugees. Taking
into acecount our own self-interest, ae we must, we might also feel
that it was not to our advantage to sssist Isrsel to make heavy
inroads into the widdle mast markets for sterling exports upon which
we shall have to rely inereasingly to mop up the sterling earnings
of i.e. Iraq. Nevertheless payment of compensation in kind might
facilitate & solution of the problem and is worth more detailed
consideration,

6e The problem of "whether and how the distribution of say

£100 million of compensation could be effected without causing
disastrous inflation" hinges, I think, on the relation between
compensation and resettlement. I understand that the distribution
of refugees at present is as follows:-

Jordan 500,000
Caza 200,000
Lebanon 100,000

and that the more well to do are divided between the T.ebanon and
Jordan. There are resettlement projects in the Jordan Valley and
Ginai. But the only answer to the refugee problem, as & whole,

is that most of the refugees in Jordan and meny of those in Gaza

and the Lebanon should be resettled in Iraqg and Syria. If compensa-
tion were paid without dealing with the resettlement problem, a

very large proportion of the compensation would elearly go to Jordan,
In that eventand assuming the total figure for compensation were
£100 million spread over 10 years, I would expect the inflationary
pressure in Jordan to be apprecisable. But given a solution of

the resettlement problem involving the redistribution of the refugees
the position would be very different. £100 million spread over

10 years and a number of countrics does not present a very @&larming
picture. Moreover if Iraq were prepared to take a pretty large
proportion of the refugees, she could afford, with her substantial
sterling reserves, the sort of flexible import poliecy which could
easily absorb any inflationary pressure caused by the payment of
compensation. Whether Iraq would be prepared to do this. is,of courss,
another matter! Perhaps it could be presented as her opportunity

to take the lesd from Sgypt in the basic Middle East problem which
also hapgensto be one in which Egypt simply cannot afford to take
the lead.

Te In the preceding paragraph I have assumed that the compensation
would be paid in cash but that it would be related to a resettlement
programme, i.¢. in the simplest cese a Palestinian uses his
compensation mainly for establishing himself in Irag in the way of
life he enjoyed in Palestine. The payment of compensation in cash
seems, indeed, to be enviesaged by U.H. Resolution 194(iii) of
11th December, 1948, in which the General Assembly resolved "that
the refugees wishing to return to their homes and live at peace
with their neighbours should be permitted to do so at the earliest
practiceble date, and that compensation should be paid for the
property of those choosing not to return and for loss of or damage
to property which, under principles of international law or in
equity, should be made good by the Cyvermments or Authorities
respongible." If the payment of compensation is linked with
resettlement, compensation might, in pgeneral, be paid to sssist the
beneficiaries in the process of rese%ff ment. This may well
present many individual problems Put it wonld seem to be the worst
possible policy to give, e.g. a category (b) femily on the ration
rolls in Jordan up to £100 for its free and unrestricted use; }
after a spree the family would remain, as before, an the ration

‘ /rolls.




rolls. In view of this I would make the compensation payable only
on two conditions: either that the recipient moved in accordance
with a general resettlement programme or that he used the money to
establish himself in some undertaking offering reasonable prospects
f'viability for him and his family. Your first group of claimants
£100 or less) would no doubt need additional assistance; but it is
better that UNRWA or other international funds should be used on
settlement rather than on maintenance. The lower ranges of your
second group (£100 to 22,000) might also need assistance. (I agree
that £2,000 is a reasonable figure for setting up a small-holding or
small business.) As for the third group I would strongly support
the suggestion that any compensation in excess of , say £2,000 should
be in the form of a holding in some development bank or financial
institution, unless the beneficiary can demonsirate that the compen-
sation would be used for "productive" purposes. If there should
be, in due course, an Arab Development Bank, compensation in excess
of say £2,000 could be issued in the form of shares in that
institution and, subject to any safeguards thought necessary, deal-
ings in such shares could be permitted. (on his recent visit to

| Cairo Sterndale Bennett gave me a copy of M. Ingrand's Plan of 1953

. which was apparently considered by the Foreign Office and presumably
| the Treasury. This Plan, of which I had not previously heard, seems
to me pretty jejeune and I very much agree with the comment made to
me by Sterndale Bennett that it is vitiated by the proposal that the
figure of £100 million for compensation should be provisional and
should have no bearing on the global amount of compensation.)

8e Fone of us think that it would be practicable for refugees
resettled by UNRWA to "be required to hand over their compensation
in part payment". Here again we come up against the link betwéen
compensation and resetilement. gome refugees (a small number) have
already been resettled by UNRWA and more may be under e.g. the

3inal Scheme which is intended to cope with 50,000 people. Those
already settled have not been called upon to surrender any claims
they might have to compensation as a condition of resettlement and I
do not think that they can be required to 4o s0. Let us assume,
however, that under a resettlement plan, & refugee is offered the
opportunity of eobtaining land in Iraq roughly equivalent to what he
lost in Palestine. In such circumstances it is only right that,
assuming he had received compensation in respect of the loss of the
Palestine land, he should pay out of his compensatiorn for the land
in Iraq. This may mean different treatment for those few resettled
in the past and those - .re seltled in the future. I do not know
precisely what assurance has been given to resettled refugees. But
I do suggest that in any future resettlement programme linked to
compensation it should be made clear that refugees will not
necessarily be resettled at the expense of taxpayers throughout the
world i.e. that in so far as the compensation they recelve enables
them to meet the costs of resettlement, wholly or partly, they will
have to use their compensation for this purpose. The difference of
treatment for those already resettled and those to be resettled may
not be logical; but if there is a compensation plan linked to a
resettlement plan it does not seem reasonable that the refugees
shonld have their compensation gnd free resettlement.

9. I agree that the period over which compensation is paid may well
have to be of the order of 10 years, and that priority should be
based on the degree of poverty suggested by the size of fthe claim.
Two comments, however, fall to be made:-

(i) 10 years is an awful ‘long time for disposing of the
compensation issue and will certainly seem 80 to the
beneficiariese.

(ii) the timing of compensation payments and the resettlement
programme will be a complicated problem.

/10. You




10. You ask for my views on a suitable agency for dealing with
this problem. The work involved is of two kinds, adjudication on o
claims and distribution of awards. I agree with Sterndale Bennett
and Crawford that adjudication on claims is quite outside the
normal experience or proper range of UNRWA. An expanded P.C.Ce
may well be suitable for this work. (I understand that there

is some possibility that the P.C.C. may shortly stert working on
the identification and valuation of Arab immovable property in
Israel.) UNRWA might be the Agency through which compensation is
actually distributed. This would enable them to know which
refugees can be immediately removed from their relief rolls. ()]
the other hand, many entitled to compensation will not be on the
UNRWA ration rolls. Perhaps an expanded P.C.C. should take on the
whole job.

1l1. In your paragraph 12 you suggest:-

(a) that all (i.e. Arab and Israel) claims other than those
for Arab immovable property should be washed out!

(b) that Arsb Governments should ignore, and gccept responsi-
bility for ignoring, such claims from municipalities
and other bodies or individusalse.

I am far from happy about this. i1t is one thing to say that ecertain
categories of claims are regarded as offsetting each other but a
very different thing to say that such claims shall be ignored. I
should have thought that the logical answer was that the Governments
concerned should deal with the washed out claims as they saw fit.
The practical snag, in this case, is that there are in fact only two
Governments concerned, Israel and Jordan. The other Arab Govern-
ments are, I think, not affected at all, since whereas refugees in
Jordan are Jordanian subjects, refugees in other Arab countries are
not subjects of those countries. Two consequences follow.. First,
the Jordanien Government would have to cope with a large number of
claims from Arab refugees other than for loss of immovable property.
Secondly, other Arab Governments would refuse to recognize any such
claims from refugees within their territory since they do not
regard such refugees as their subjects. I do not know the answer.
It seems inequitable that claims other than those for immovable
property should be cancelled simply because they are offset. But
it is also inequitable that the poor Jordan Government should have
to meet most of such claims from refugees and that refugees in other
Arab countries should have no redress at all.

12. That is as far as I can go at present. But I will continue
to ponder on this intractable problem and as I hope shortly to be
on leave in London we can perhaps have a talk.

13. I am copying to Sterndale Bennett and Crawford.

Yours ever,

(P, Milner)
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PALESTINE SETTLEMENT

MR. PETCH

There has been no time to do more than glance hurriedly
through this paper.

I think the broad financial difficulty about the course
proposed by the Foreign Scecretary is as follows.

Under the previous procedure the U.K. and U.S. Governments
would have gone privately to the lliddle East countries primarily
concerned and, in return for financial concessions which we
shonld have endeavoured to keep within bounds, would have tried
to secure their agreement to the scheme.

Under the procedure which the Americans wish to adopt, we
shall publicly announce our acceptance of considerable financial
liabilities in connection with the compensation which Israel is
to pay to the dispossessed Arabs and also financial responsi-
bilities in connection with resettlement plans.- What is left
entirely at large is the price which Egypt and the other Arab
countries might demand for their acceptance of the scheme.

Even Israel may say that she.can only accept the scheme if

further financial concessions are made.

It would seem to be desirable to indicate to the Americans

hat we could not see our way to accept, under the new procedure,
larger financial liabilities than was envisaged under the old*,
notwithstanding the real danger that, under the new procedure,

we may be faced with very much larger demands from the Middle
East countries concerned as a price for their acceptance of the
scheme, The Chancellor indicated that he was only prepared to
accept the financial consequences of the scheme under the old
procedure with considerable reluctance. Obviously he cannot
accept further financial commitments, and it would only be fair
to make this clear to the Americans at this stage.

A.d.
13th July, 1955.
¥ Exchequer assistance of £15m which we are trying
to cut down to £10m, HuB o il 5 o

and)if requested by the Israelis ermission to

e
P
raise up to £15m, through sale of bonds in the U.K,
(F.0. have agreed to drop the idea of the Israel
Government raising this sum through a London Market

loarl.) :"l.l‘.-.l. 13-7.‘"0550
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he attached notes and tables summarise the

VARIABLE FLEMENTS IN GROSS GVERSFAS
\;, OFF {GIAL EXPLNDITURE

information that was provided in reply to Mr. Rickett's
minute of 6th June and form the basis of the reply
sent to Sir Leslie Rowan.

While we were not able to draw any definite
conclusions from this exercise, Sir Leslie Rowan
decided that the figures should be shown to the
Economic Secretary. Since the whole exercise was
carried out rather hurriedly, I am circulating these
tables now, so that Divisions can make sure that we
have interpreted their information correctly.,

If you have any corrections or suggestions to make,
I should be grateful if you would pass them to

Mr. Burdett.

15th July, 1955
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Variable clements in gross overscas official cxpenditure

e s bt o

e e

iy Two tables are attached to this note, one for non-sterling
countries and the other for the rest of the sterling area, itemising
the gross present and prospective cost to the United Kingdom of
certain elements in overseas expenditure,

2 In interpreting these tables, a number of important
qualifications should be borne in mind:«

(1) Items deliberately omitted

The rule followed has been to omit expenditure that
can be expected to continue without significant change
within the period, This cuts out:=

(a) Interest on, and repayment of government funded
debt (e.g. service on North American loans).,

(b) Government overseas military and civil expenditure,
except for new items likely to arise in the future
(or past items not recurring) and grants to the
Colonies for development and welfare and wvarious
kinds of special assistance, The total of the latter
though not liable to vary very much, has a changing
composition, It is made up of a number of
individual projects that have to be approved as they
arise, /See (ii) below,/

The tables also omit expenditure financed from
private sources even where this is to some extent subject
to official control. See further (iv) below,

Interpretation and measurement of varioble clements

The items included in the attached tables do not all
consist of explicit and measurable commitments., Moreover,
the estimates do not represent the total size of new
commitments entered into during a given period of time,
They represent, instead a reasonable guess of the annual
expenditure involved by the level of past and present
commitments, as already known, and the level of future
commitments that we can expect to have to meet, if
present policies and attitudes continue. For example,
there is no definite commitment to pay £25 million in
1958 for colonial development and welfare grants, but it
is thought that this is the rate at which we can expect
to be making such grants in 1958 on present indications,

Gross basis of measurement

There are repayments and other kinds of receipts
directly offsetting the gross expenditure recorded in the
tables., These have not been shown, For example the
E.C.G,D, credit to Persia and the Argentine credit are
shown gross, but not the later repayments,

Expenditure financed from private sources

There are several important groups of transaction
which hardly rank as official commitments, but which
nevertheless are of a capital nature and subject to




official approval, They have not been included in the
attached tables, but details are given below:=

Non~sterling countries

(a)

Outward flow of long-term direct investment subject

to control by Treasury (E.C.). This was at the rate
of £25 million in 1954 and is expected to rise (on

the basis of approvals already granted) to £40 million
a year,

Issue of I,B.R,D, securities on London market., This
was £6 million in 1954 and we are under pressure to
allow a further £5 million in 1955,

B,C,G.D, guarantees. A very rough estimate of the
shipments of capital goods exports under E,C,G.D,
guarantees of credit for two or more years from the
date of shipment is £10 million for 1954, The net
increase in credit of this kind outstanding will
prdbably be from £5 to £10 million a year,

Rest of Sterling Area

(a)

Government and municipal loans raised on the London
market, These amounted to about £40 million in
1954, The state of the market this year may not
allow this sum to be exceeded, In future years the
amount might rise to £50 million,

Private investment (excluding oil) financed by
means requiring consent from the Capital Issues
Committee, This was about £50 million in 1954
(about two~thirds of all identified private investe
ment in the R,5,A, excluding o0il and subscriptions
to government and municipal loans). This rate is
expected to continue,

11lth July, 1955

T,881~55
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non-=sterlis: countries

enditure in

SOIPN

(Provisional Estimates of Annual Expenditure)

£ million

Expenditure financed from official funds

il

Contractual releases of blocked sterlings-
(a) Egypt (new agreement being negotiated)

Direct investment by the Government:-—

(a) Subscription to International Finnnce

Corporation
Repayment of loans by H,M, Government:~—
(a) Portugal
£,0.G,D,
(a) Persia
Argentine credit
Subventions to foreign governments and

international organisations:=—

b

éag Yugoslavia

Korea Reconstruction Agency
Military expenditure = special liabilities

Germany
Canada =~ atomic energy
Payments to U,S.A, for "know-how"
Cost of spares for equipment under
end~item aid (if U,S. does not
supply free)
(e) Liability to U.S. Government for
logistic support in Korea
(f) Special military equipment

E,P,U, debt repayments and contribution
to European Fund

Use of "existing resources" by Sweden and
Austria

195/

1955

1956 1 1957

.é;mu L a yea
£y -
5 5

ZT? a year plus
contribution to
Fund of 30/

Total

[an, 1356 ‘Fo 50 &
yean




(Provisional Estimates of Annual Expenditure)

£ million

1954 | 1955 | 1956

el

Expenditure financed from official funds

1¢ Colonial development and assistance

éag Development and welfare grants

b) Special assistance grants (including,
for future, contingency allowance
for, as yet, unknown items)

gcg Loans from Colonial Services vote

d) Loans by Colonial Development

Corporation

B,C.G.D, credits (assuming proposal
for fourth Indian steel plant
goes through)
Technical assistance under Colombo plan
Volta river project
Uranium and atomic energy

Drawing on I.B.R.D. sterling releases

Special military expenditure in Australiq

Position at end 1958

Colonial development and assistance will continue on same scale,
Unexpired special commitments at end of 1958:=

(a) E.C.G.D. credits (fourth Indian steel plant) £22 million
(£40 million in all).

(b) Volta river - £13 million (£43 million in all).

(¢) I.B.R.D. releases = £16 million (£60 million in all over
6 years from February, 1953).
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You may have seen the attached. Mr.Potter
notes that Alpha might be concerned.

—

In spite of 2(b) I should have thought
that Jordan might have been included if we show
Persia and Argentina. I leave it to you however
whether you would suggest adding it.
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ColRussell Edmunds

The minutes referred to by MrePotter are
not on our part of the file, but are probably
on yours. Could you let me have copies of them
for our file and to be seen ay shown 9
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CeCe Mr. Drake.
. Mr. Potter.

1. I understand that the Minister of Defence may ask to see the
Chancellor tomorrow (Thursday) on the suggestion in the attached telegram
that we should give 10 Centurion tanks to the Iragis in order to secure
American acceptance of cur views on Alphe.
2. Foreign Office Telegrams Nos. 3338 and 3339 (¥lage B and C)) give
the background to the Prime Minister's enquiry (Plag A). The issues at

stake are huge, and it would be absurd to prejudice the chunces of

obtaining U.S. adherence to the Turko-Iragi pact, or o& fineneing the

offshore purchase of 60 more Centurions for Irag by the U.S5. Goverament,

by refusing to hand over 10 Centurions as a free gift (which is what Huri

and the Ameoricans mﬁm), if that is the determining factor.

3. Cn the other hand:~
(a) British policy in respect of Alpha iteclf is not yet the
subject of a fire decision.
(v) Free gifts of weapons, perticularly tanks, which are smuch
in demand, .r{ffﬂifn&sﬁu sinoce otheér countries such as Fakistan
(alsc a partner in the Turko-Iragi paet) think that we should do as
such for them.
Uther pointe are:~
(1) The Prime Minister is prepared, though reluctantly, to provide
the tanks on easy-oredit terms. This would certeinly helpto meet the
objection in paragraph 35(b) above, but I must admit that the whole of
Huri's previocus actions give the impression that this is not what he
wants. Irag ies net short of money - in the past they have shown that
nowadays they prefer to pay the cash and let the oredit go. What Nurd
wants is to be able to tell his people that he has got a formidable
colleotion of tanks free.
(44) If this view is correct, and if it is eventually dscided to make
a Dritish gift of 10 Centurions (velue about £450,000), the method

of making the gift will be of some importance in order to avoid as far

/as




as possible the unfavourable repercussions elsewhere. At first blush,

it would scem desirable that the cost should be borne on the F.0. Vote,
i.e. the Iragis would be given the money rather than the tanks. There
would have to be a suitable explanation - me—<Sewbt pcssibly linked

with the recent Anglo~Iragl Agreement.

D.R. Serpell
20th July, 1955




TOP SECRET
SIR ALEXANDER JOHNSTON
COPIES TO:1= lire AsKe Potter/
My, Serpell
PALESTINE
CePs (55)87
The Chancellor is aware of the plan for a settlement of the Palestine
question which has been informally discussed between the Americens and ourselves.
This plan containg three major features which have worried us:-
(i) Contribution by the U.K. of wp to £15 m, towards the compensation to
be paid by Israel to the Arab refugecs.
(ii) The proposal to sllow the sale of Israeli Bonds in the United Kingdem,
(i11) The possibility that in the course of negotiations on the plan we
may be forced into large financial comni tnents of one kind or
enother to the Aradb countries,

2 At the Cabinet meeting on the 16th June (C.i.(55)15th Conclusions) the
Chancellor reluctantly accepted the plan in prineciple, while saying that he would
like %o censider further whether the U.Ks contribution for the purpose of
compensation should not be smaller, and expressing the hope that we should teke no
initiative in offering the Israclid special facilities for raising money in the U.K.

3. We have been in correspondence with the Foreign 0ffioce on both these
pointss On the second, the Foreign 0ffice have agreed that we should make no
offexr of facilities for the sale of Israesli bonds, although if the point is raised

at any stage by the Israelis we should have to concede ite On the first we have |

as yet received no reply from the Foreign Offices I understand that they will
shortly reply urging that we should agree to the figure of £15m, as a maximum,
but pointing out that we are not yet committed to it with the Americans and
promising in the course of negotiation to try for a lower figure,

Lo It was previously intended that the first step in trying to put this plan
into execution would be confidential soundings of the Israelis and the Arab
countries concerned, liow; however, for reasons of internal politics Mre Dulles
is determined on making a public announcement stating the problem and the principles
en which a settlement might .« reachede Ti2 present paper explains the reasons
for this and includes a draft at Annex 1 of Mr, Dulles' statements This draft
includes no reference to the attitude of H.M.Ce It is now proposed that

)= /inmediately
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—mmediately afterwards H.M,Ce should issue a separate statement welcoming Mr.Dulles'
proposals and promising a contribution to an intermational loan w assist Israel
to pay compensation to Arab refugees.

5e Ve must I think accept this change in tactics, The proposed atatement
by HoM.Ce (Anmex 4) leaves the amoumt of the U,Ke contribution entirely open to
later nepgotiation. I don't think we osn avoid a general promise that there will
be some U,K, contribution since to keep out altogether would mean giving up our
position in the widdle Easte The way !r. Dulles is to refer to tﬁe proposed
international loan makes 1%t clear I think thet there would be no definite
commitment without an assurance that the outstarﬁing issues between Isracl and the
Arab countries would be settled, I have asked the FPoreign Office how they would
deal with the inevitable Supplementary questior?‘ m}e Pregs as to how we much we
should be prepared to contribube; they intend to say that we can give no idea at

all at present and that it would be a matter for later negotition, and would be

ready %o include some reference %o the difficulties of our Balance of Payments
situation, They are in fact prepared to leave it to the Treasury to draft the
brief for their Imformation Officers on this point,

e The main danger of the new approach to the plan is that it will encourage
the Arab countries to get all they can cut of us as the price of their agrecement,
The Poreign Office have at present no intention of giving way to such pressure,
but the possibility remains that once the plan is launched, it will be irresistible,
It would however be wrong to regard the recent proposal, referred to in the paper,
for giving Centurion tanks to Iraq as an example of this pressure, The main
objective dn that offer is to secure a large order for Centurion tanks to be paid
for with Amexican dollars b‘ OffeShore Purchasef; 4t has been linked with the
Palestine Settlement plan for purposes of presentation to the Americans in oxder
%o Secure My, Dulles' support for the Off-Shore Purchase eeéerzb'&-c‘\

7. It is recommended that the Chancellor should agree to the proposals in the
paper, while reiterating his previous points - .

(a) that there must be no definite offer of assistance to Isrsel until a
settlenent of the issues involved is assured, and

(b) that we should aim at a contribution to the Mtemattmio loan of less
than £15 million,

It is also suggested that he should record his fears about the possibility of
presgsure from Arab countries for additional concessions as the price of their

agrecmentd,
ﬁ '
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Chancellor of the Excheduer

ce. Sir Edward Bridges
Sir Bernard Gilbert
Sir Alexander Johnston
Mr. Serpell

PALESTINE - CP(55)87

Whatever decisions the Cabinet may have taken in the past
about U.E. assistance to Israel, these should surely now be
considered in the light of the developments in the economic
situation. We have had to take additional internal measures,
and the reserves are likely to go down by no less than gi30m
c¢his month. If our newly announced measures are not a success,
then we shall be faced with a much more serieus situation than
this Government has faced apart from that it inherited. I
understand that the urgency of this matter arises for reasons
of internal American politics. OQur need to defer it arises
from the much more important factor of maintzining the inter-
national position of sterling. Ministers should not be in
any doubt at all that an early announcement involving a claim
on our resources of from £¥5m to £30m will be at entire variance
with the policies we are now seeking to pursue. I hope very
much therefore that either Mr. Dulles can be persuaded by an
approach at the highest level to defer his stztement, or,
dternatively, that it is made clear that we shall not be able to

vack it up until we have seen our way out of our present position.

25th July, 1955
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MR. ARMPTRONG

v

Plan for Arab/Israel Settlement

I briefly explained to you just now the
developments since you last saw this case (your

J

'A'AOF 83/154/01A minute dated 6th July).

You will like to see
'B'acOF 83/154L4/01B i) C.P. (55) 75 dated 13th July,
ibid. (ii) Minutes by Sir Alexander Johnston,
Sir Herbert Brittain and myself dated 13th Julyj
(1ii) C.M. (55) 23rd Conclusions dated 1lhth Julyy
(iv) C. P. (55) 87 dated 22nd July;
(v) Mr. Drake's minute dated 25th July}-

(vi) 8Sir Leslie Rowan's minute dated 25th July.

With reference to paragraph 6 of Mr. Drake's

below. minute, you may like to glance at the D.l. papers.

<’\

(A.K.! POTTER)

\

26th July 1955




TOP SECRET

MR, uAgﬁJnT
v
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The series of telegrams. about the recent statements
made by Mr. Dulles and the Foreign Secretary on the
Palestine question was seen by lNMr. Rickett and passed by

me. I passed them to VN Drake/Colonel Russell
Edmunds, and I understand they have fetched up with

lMiss llarsden. Now that he has returned from leave

Mr. Armstrong may like to glance at these telegrams.

25 The only action which, I think, we should be taking

on this case, relates to NMr., Milner's letter to

Colonel Russell Edmunds dated 9th July. What has

happened about the reference for /x in paragraph 7 of

& Laasie v Ve
o.\G‘...\bJ»N‘.

that letter? (Mr. Lamberts minute dated 19th July),
he Foreign Office heard from Messrs.. MNMurray,
Sterndale Bennett and Crawford? (cf. paragraph 2 of
Mr. Milner's letter)r In paragraph 12 of his letter
lr., Milner suggested that when he arrived home on leave

we night have a talk together. Perhaps this could be

AR
arranged for when I return from leave,

TTER )

d Septenber 1955
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COL. RUSSELL

Paragraph 7 (last sentence) of Milner's
letter to you of 9th July refers to "M.Ingrand1§
,ipq Plan of 1953." We did not find anything about
this in 0.F.files, and have a note that I asked
you if you knew anything about it. Can you
say if anything was ever found ?




SUGGESTIONS POUR
CONTRIBUER A UNE SOLUTION DU PROBLEME DES
REFUGIES ARABES DE PALESTINE

Ambassadeur H. INGRAND
Délégué a la Commission consultative de
1! UNRWA




Le p ésent rapport a pour objet de
contribuer 4 une solution du probléme des réfugiés
palestiniens en présentant des suggestions concrétes
en ce sens.

Sans doute cette question des réfugids est-elle
au point d'aIfleurement et de rencontre de tous les
problémes ma jeurs que souldvent les rapports du
Proche Oriént avec les Nations Unies en’général et le
monde occidental en particulier ; et 1'impasse on
on se trouve a4 cet 4gard tient au m8me &tat de choses
qui paralyse tous les efforts entrepris sur d'autres
plans.

ilals 11 s'agit de savoir si cette interdépendan-
ce ‘de tous les problémes rend nécessairement impossible
la solution d'aucun d'entre eux 5ot éi, au contraire,
en appliquant un effort approprié & un probléme
déterminé ‘dans un moment opportun, on peut permettre un
progrés partiel de nature & faciliter, de proche en
proche, le riglement des autres questions en suspens.
I1 est inutile d'insister sur 1'importance de 1'enjeu
pour le monde libre, puilsqu'il s'agit de combler une
lacune énorme dans son dispositif de défense, de fermer
4 la pénitration communiste un champ d'exploitation
proche et de plus en plus faclle, et de s'assurer 1la

disposition de ressources on pétrole décisives.

31 on rejette la position négative pour

adopter une manidre de voir positive, 1l'examen des
faits tend & montrer que c'est précisément  au point
névralgique, c'est-i-dire sur la question des réfugiés
palestiniens, qu'un effort nouveau est d la fols urgent

et lc¢ plus opportun.

weilins




I1 est urgent de l'envisager,. parce que

par sa nature m8ms (indépendamment de son volume et de la
qualité de sa mise en oeuvre) le programme actuel ne
fait et ne peut faire'qu'entretenir une source quotidienne
et incontrdlable de difficultés et de conflits de toutes
natures, ¢t parce qu'il est en tout &tat de cause interpr®té
par le monde arabe conne une preuve de mauvaise conscience d
des puissances occidentales. L'immobilisme ne bénéficie
qu'é ceux pour qui le temps travaille : ce n'est pas
le cas pour les Nations Unies en la matidre.

L'urgence cst rendue plus grande encore par
le fait que la prochaine assemblée généraie des Nations
Unies devra réaffirmer ses rosponsabilités & ce£ égard
et que le contre-coup en portera inédvitablement sur les
Etats Unis d'Amérique, d'abord, sur 1'Angleterre et la
France ensuite.

1l est opportun de i'envisager, malgré une

. évolution politique en apparence peu favorable, parce que
des signes sur lesquels on ne saurait se méprendre

montrent que les principaux intéressds, y compris les

Etats Arabes, ont le désir de sortir d'une gl tuation qui

présente des risques pour toutes les parties en cause.

Conditions générales d'une
golution.-

Ce point de départ une fois admis, il est
indiSppnsable en déterminent les grandes lignes de
1l'effort & entreprendre, de ne pas perdre de vue
certains facteurs d4!ordre général; qui ont une inecidence

directe sur.la question 3tudide.




Les pays arabes sont pleinement engagés dans unc
évolution politique profonde. Les mouvements nationalistes

qui y apparaissent doivent 8tre considérés comme beaucoup plus

que des remous passagers ; l'opinion publique y

constitue dorénavant un élément avec lequel tous doivent
compter, y compris leurs gouvernants qui 1l'utilisent
mails en sont aussi les prisonniers. Cette &volution
sera peut-8tre discontinuec, mais elle est réelle, ot
elle impligue des modifications correspondantes de la
politique des pays occidentaux.

Les Nations Unies, en assumant de lourdes
responsabilités 4 1'égard des pays arabes et en pernettant
4 leurs homies politiques d'accéder & la tribune interna-
tionale, ont éveillé des espoirs et aes ambltions qui ont

été 4galcment dégus. La désaffection qui en’est résultse,

méme si ellc est plus apparente que réelle, n'en facilite

-

pas moins le retour & une attitude traditionnelle de
marchandage, appuyée sur la menace du neutralisme ct du
raporochement avec 1'!'URSS. :

Dans leurs rapports directs avec les pays arabeg,
les puissances occidentales ont largement maintenu une
politique de compitition en méme temps qu'une attitude
trés éloignie de colle au'adoptaient leurs représentants
aux Nations Unies. Les pays arabes Y ont trouvé motif

4 #surenchére et 4 protestations tout 4 la fois.

Pour ces raisons, toute solution doit nécessai-

rement 8tre_ cherchée dans lec cadre des Nations Unies.

Elle doit on méme temps faire appel & 1a participation
arabe. Elle doit 8tre assez vaste pour susciter 1l'intée
rét non seulement des dirigeants mais de l'opinion, et

permettre des rfalisations substantielles assez rapides




-

pour que 1'intdrét nc soit pas suivi de désillusion et
d'une hostilité accrue.
I1 est clair enfin qu'aucune solution ne saurait

8tre efficace si le problédme n'est abordé sous 1'angle

plus vaste de 1la mise cn valcur économique des pays

en cause (Annexe I). Jusqu'a présent, les efforts
entrepris 1l'ont 4té en ordre dispersé : 1'inefficacité
qui en est la conséquence n'apnaratt que trop évidemment
dans la disvroportion des résultats acquis avec les

sommes déboursdes.

Position des parties en cause

Les données génirales du probléme &tant ainsi
délimitées, d'autres données résultent de la posd tion
spécifique des parties en csuse. Les deux points
salllants des théses en préscnce, s'agissant de la question
des réfugids, sont 1le rapatriement et la compensation.

Malgré les positions de principe maintes fois
rappeldes par les gouvernements arabes, on peut considée
rer que le rapatriement ne constitue plus de leur part
une revendication absolue. Elle est maintenue officiel-
lement surtout pour donner satisfaction aux réfugids et
& l'opinion.

La position des rifugids, telle qu'elle est
présentée par leurs meneurs, est en effet intransigeante.
Mais elle tient & ce qu'on véritd peu de perspectives
concrétes leur ont 4té ouvertes, et surtout au fait Que
leurs moneurs les ontrcticnnont dans 1l'agitation politiqe

Or, ces moneurs, 11 faut bien le dire, sont surtout los

possédants et méme les plus gros possédants, qui Yy voient

vl
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un moyen de prescion pour rentrer dans leurs avoirs.

L'opinion, dans les pays arabes, est plus
intransigeante QUe S¢s -gouvernants, meis pas au point
de rejeter spontaniment ot 2 priori toutes suggestions,
dés lors qu'clles seraicnt assez amples et constructives

pour frapner 1l'imagination en flattant 1'amour-propre.

Le principe de la compensation

L'essentiel de 1la position arabe demecure donc
la compensation. Cette notion est acceptée par le
gouvernenent d'lIsrael (voir Annexe IT) et doit done
cons tituer nécessairement la base du sysfém o okR

Semble que dans les conditions actuelles, elle puisse

étre traitée séparédment, sans qu'on aborde les autres

points litigieux.
Mais 1'affirmation de principe n'aura &videmment
de valeur constructive que si elle est suivie d'un réglc-

ment massif ct rapide. Les Sommes en cause sont relatie

vement considirables (voir Annexe II) et 11 est hors de
doute que 1le fouvernement israélien ne saurait y faire
face sous la forie do versements immédiats en numéraire.
Les gouvernements arabes des pays d'accueil,b
méme si de tels versements Staient possibles, pourraient
de leur cdtd ¢craindre que les sommes qui seraient consa-
crées & l'investissement ne restent pas sur leur terri-
toire, et qQue celles cmployées & la consommation ne con-
tribuent au ¢ontraire & y provoquer une augmentation
brutale du cofit de 1a vie, accompagnide de risques

d'inflation.




Enfin, 11 ne faut pas sous-estimer les diffi-
cultés et les lenteurs qu'entratnerait la fixation du
montant individuel définitif de chaque dommage.

Le probléme consiste donc 4 permettre un

réglement. immédiat et massif de 1la compensation sans fairc

'Y

peser sur Israel unec charge insupportable, et a assurer

i'utilisation du montant de la compensation pour le

développement des pays arabes et par priorité celui

des peys d'accueil.

Mécanisme de la solution envisagde

I1 semble qu'une solution puisse 8tre trouvée

dans 1l'institution de "titres de dommages", 1iée & 1a

création d'un "Organisme bancaire International (ayant) -

pour (téche

——

oxg}pﬁgyﬁ)_lg_Dévclqﬁpgmggp_Egonomigue du Proche-

Orient".

e —

Cet organisme fonctionnerait soit sous 1'auton-
t%, soit avee 1a participation de la BIRD, la deuxidme
formule présentant sans doute des avantages de souplesse.
Parmi les divers aspects du systéme résumé
dans 1la présente note, on retiendrs pour les présenter
sous forme de¢ suggestions les données sulventes qui

permcttent d'en digager les lignes généreales.

Mesures provisoires

Pour assurer 1la repidité de dimarrago des
opirations de compensation, on fixerait au préalable un

montant provisoire global. On pourrait prendre comme

base d'Svaluntion, par excmplc le chiffre de 100 millions

de livres sterling, soit environ 280 millions de dollars

A




retenu par les experts de la Commission de Conciliation

(Annexe III). Cette fixation n'influerait pas sur la

détermination dé finitive du montant global de la

compensation, & laquelle pourrait procéder une Commission

internationale d'experts ayant l'accord des parties

en cause.

Les titres de dommage

Le montant de la compensation globale ainsi fi-
X% provisoirement, chaque possédant qui ‘en fera la
denande et qui justifiera d'un titre de propriété de
bien 1-mobllier (1) recevra un "titre de dommage"
individuel, congu sous lo forme d'un certificat
provisoire correspondant & le valeur estimde du
préjudice. Un recours &ventuel pourra 8tre intentd au-
prés d'une commission internationale ad hoc, dont les
travaux, n'étant pasliés & 1l'ensemble de l'opération,
nien subiront pas les contrecoups et n'en entraveront pas
le déroulement.

Les titres de dommage. sont émis par l'organis-
me bancaire internotional de dé >veloppement, évitant
alnsi tout contact direct entre Israel ot les Arabes.

Ils doivent porter intérét, de préférence

par &chfances trimestrielles ; cet aspect a- une

importance primordiale ; c'est par lé en effet que se
trouvera consolidée la confiance des intéressés dans

la valeur réelle du systéme.

(1) Une certaine somme pourrait, si cela paraissait

utile 8tre résorvée au rcglcmpnt des dommages
mobiliers




Ils sont pcrsdnncls et ne sont pas cessibles
directement mais seulemcnt bar 1'intermédiaire de
1l'organisme bancaire de développement, qui peut, dans

certains cas 1imités (maladie, dicéds), les escompter

ou les racheter avec de Bros abattements pour les

porteurs qui ne voudraient pas réinvestir.

Ils sont par contre remboursables immédiate-
ment pour leur valeur nominale, dés lors qu'il s'agit
d'achats ou d'investissements conformes aux programmes
tracés par 1!'organisme bancaire, en accord avec les
gouverncments arabes.

L'Organisme bancaire international
et le recasement des réfugias

. Au travers de ce mécanisme, 1l'organisme

bancaire international serailt en mesure d'assurer aux

pays d'sccueil 1o bénéfice des sommes résultant de la

tout en orientant 1'application de ces
sommes dans le sens le plusproductif et en 1'harmoni-
sant avec le plan de dévelonmement général.
Tout en respectant 1o principe de 1la libertéd
de choix, par les pértours, du pays d'investissement,

11 1lui serait égelement possible de veiller au maintien

d'un équilibre entre l'importance des capitaux investis

et le nombre des réfugiés, possémants ou non possédants,
accueillis par chaque pays, et aussi avec les possibi-
1it%s de recasement cffectivement offertes aux non
possédants.

De m&me, tout en procédant aux grands travaux,
nécessaires sans doute mais de portée trop lointaine dans
le temps pour avoir une incidence directe sur le

recasement dos rifueils, l'organisme bancaire pourrait
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accédlérer 1'intégration rationnelle des moyens et
petits possédants dans la vie économique (artisahat,
agriculture, commerce), et notamment celle des
petits propristaires fonciers (qui sont nombreux)

en encourageant le dévelopnement de coopératives de

production, de distribution et d'achats.

L'organisne bancaire et le
développement des pays arabes

En m8me temps que l'organisme bancaire
orienterait 1l'intégration des réfugiés, il assurerait
la coordination de tous les moyens financiers disponi-
bles pour le développement économique des pays arabes
du Proche-Orient. Le probléme des réfugiés en tant
que "tels se trouverait alors en quelque sortebdissous
en un probléme plus vaste, aux donndes constructives
et non plus négatives.

L'organisme bancaire disposerait dans
1'in3diat des ressources suivantes :

- le montant de la compensation, progressivement
mis a4 disposition au travers de la garantie
d'Israel, .assortie éventuellement de celle
des mpays cotisants 4 1'UNRWA. On peut évaluer
le montant correspondent & quelque 300 millions
de dollars, dont Isrnel ne paierait au départ
que les intéréts. Une date limite de rembour=-
sement pourrait Stre fixée, et des annuitds
périodiquement détermindes.
les crédits non dépensis de grands travaux de
1'UNRWA, soit un montant presque 4gal aux crdidits

ouverts pour le plon de trois ans, c'est-a-dire

J




environ 200 millions de dollars.
Une participation de la BIRD, qui, contrairement
4 ce gui est le cas général dans les pays
sous-développés, ne se trouverait pas au départ
porter seule la responsabilité financidre totals.
On pourrait aussi envisager un regroupement
des divers crédits d'assistance technique, et une
coopération avec les institutions spécialisées des Natioms
Unies susceptibles de faciliter la solution dgs
problémes de trésorerie.

I1 est inutile d'insister sur l'accroissement

d'efficacité qul ridsulterait de la coordination ainsi

institufe cntre des efforts aopliqudx jusqu'a présent
en ordre disperss.

En outre, l'orgonisme bancaire serait en mesure
de mobiliser d'importantes ressources financiéres en
puissance, les amenant ainsi & contribuer au développe-
ment des pays arcbes. Il s'agit plus spécialement de
fonds portés par des bénéficiaires directs de la mise
en valeur des pays considérés : savoir les pays arabes
et notamment les pays productours de pdtrole (Koweit,
Areble, Irok). Les grandes compagnies pétrolidres
pourralent sans doute s'associer également & une
entreorise institule en faveur des pays dont elles tirent
leur orincipal profit ; d'autres capitaux privés
éventuellement naussi.

Les moyens d'action disponibles sur ces boses
permettralent des réalisations dépassant de trés loin

tout ce qui a &té entrepris ou envlisagé dans ce domaine




Jusqu'a présent.

L'organisme bancaire et

1Topinion arabe

Il ost pormis deo penser que 1'institution
envisagie contribuerait par son fonctionnement a
d3tendre 1'atmosphére politique on général, et spécinle-
ment les rapports entre les Nations Unies et les pays
occidentaux d'unc part, les pays arabes de 1'autre.
(le réglement de la compensation s'effectuant sans aucun
contact direct entre lsrael ot les pays arabes)

Une réalisation spicialement congue pour le
Proche-Orient et adaptie & ses besoins seralt en effet
de noture & satisfaire 1'amour-nropre national des
pays binéficiaires, dont les représentants seraient par
allleurs anpelés & participer a4 l'activité de 1l'organisme
bancaire ot & partager ses responsabilités devant leur
propre opinion publique.

Son caractére international ¢liminerait le grief
d'impérialisme, ou l'atténuerait tout au moins 3 la
position des membres participants non aresbes, et en

articulier cellc des USA, de l'Angleterre ot de 1a

France, se trouverait grandement renforcée du fait qu'elle

apvaraitrait comme une position commune.

Q uant & 1'opinion publique arabe, il semble
qu'elle serait influencie favorablement non seulement
parce que le probléme des réfugids aurait perdu de son
acuité on se fondant dans le probléme du développement
Sconomique, mais aussi parce qu'elle aurait 1'impression
de voir des biens arabes (1la compensation) retourner g 1a
communcutd arabe, et enfin perce que les moyens disponibles

permettraient des réalisctions plus vastes et d'un




Intirét plus tangible.

Mesures transitoires

Pendant toute 1o piriode au cours de laquelle
1'intégration des réfugiés se ferait, il serait

fvidemment nicessaire de continuer § distribuer des

secours d'un veolume total décroissant avec la mise en
oeuvre du programme. Mais la durde de cette période
transitoire serait en tout &tat de cause inférieure &
la durée nicessaire pour arriver & 1'épuisement du pro-
bléme par les méthodes actuelles.

Peut-8tre serait-il souhaitable, au moment
ol .on déciderait des dispositions nouvelles, de proposer
l'augmentation du montnnt individuel du secours. A
condition évidemaent que 1o mise en application du
rigime nouveau nec tarde pas, 11 y aurait en effet
intérét = riserver Jusque 14 toute décision d'augmenta-
tion ; intervenant clors, elle aurait pour effet de
créer un climat favorable dans les camps et chez les

non possédants, et de faciliter l'indispensable prise

en charge de 1la distribution des secours par les pays

d'accueil.

L'UNRWA aurait donc & poursuivre sa tache
provisoiretent.  Mais des &conomies trés substantielloes
Seraiont ranidement réalisées, car 1'0ffice pourrait
fonctionner avec un personnel restreint. Il échapperanit
ainsi & beaucoup des critiques qu'a tort ou 4 raison
on luil adresse en ce moment ot dont le poids retombe sur
les Nations Unies et singulidrement sur les pays

contributeurs.




Conclusion

I1 est clair qu'une opération congue dans

1'esprit de cclle qui ,vient A!'8tre sommairement esquissdée

sera d'autant plus difficile et d'une portée d'autant

plus 1limitde qu'on aurn daventage tardd & l'entreprendre .
Si les pays contributeurs décidaient d'un
commun accord de prendre une initiative en ce sens,
ia Iogique interne du plan sugg’ira rendrait souhritable
- 8inon indispensable = que toutes les &tudes et mesures
préparctoires aiont &t5 mendes 4 bien en temps utile
pour que le projet puisse &tre présentd 3§ la prochaine
Assemblée générole dos Nations Unies.
I1 serait 4 craindre qu'un délai plus long ne
rende inopérants tous les cfforts qu'on pourrait tenter
pour sortir de 1'impasse actuelle, quelle que soit par

2llleurs 1a forme qu'on envisage de leur donner.

Le .9 avril 1953
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LE PROGRAWME DES REFUGIES DE PALESTINE
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DECLARATION FAITE PAR
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CONSEILLER ECONOMIQUE AUPRES DU
BUREAU DES AFFAIRES DU PROCEE QRIENT,
DE L'ASIE MERIDIONALE ET D!AFRIQUE,
DEPARTEVENT D!'ETAT,
DEVANT LA COvvISSION DES RELATIONS EXTERIEURES
DU SENAT

.

AVRIL 1952

1Y




LA DFFEVSE DES INTERETS DES ETATS-UNIS
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Premiérenent, le conflit anglo-‘gyptien pour
la difense Au Canal de Suez, la question du statut futur du
Soudan, ainsi que les r’centes Smeutes du Caire, ont boule-
vers: la stabilitd de tout le Proche-Orient & un moment cru-
cial de nos efforts pour organiser la sicuriti de cette ri-
gion. Tout nouveau facteur d'instabilité dans cette région,
et les rifugiés de Palestine en sont un, menace la paix du
Monde libre.

Deuxiémement, il n'existera pas de sicurit’ réelle
dans le Proche-Orient tant qu'une paix durable n'aura pas
5t5 %tablie entre les Juifs et les Arabes. Le probléme
des r“fugi’s constitue le principal obstacle au rétablissement
de la poix.

Troisidme .ent, 1o propagande comniste continue
& exploiter lo aisére des rifuri‘s,

Quatridmement, la prisence des rifugids riveille

constanuent chez les Arabes le souvenir de ce qu'ils

considérent co.me unc intervention anti-arabe de 1'0ccident

dans 1'affaire de Palestine. Les r fucils constituent par

consiquent un symbole autour duquel se rallient tous les
mécontents.,
LLS SECOURS

e o0 0005 00 AN OF L e R NO R AT A R O N

Les secours, qui cofitent actuel® ment moins de
trols dollars par personne et par mois, sont, croyons-nous,

rationnellevent et “conomiquement administris. Il est




impossible, cependant, d'envisaper la prolongation ind3finie
de ce program+e. Des consid’rotions husanitoires, aussi bien
que notre int’r8&t noationcl, nous co2a1+andent de rechercher,
avec les autres menbres dos Notions Unics, une solution qui
pernettra aux Polostiniens de rotrouver les moyens de subvenir
& leurs besoins. Ils reprsentaisnt en sffst autrsfoils 1la
catégorie la plus ‘volule st 1a plus prozressiste du
paysannat arabe.

Li SITULTION GENERLLL

ki A 0 L VL B R X R S S O8RS NS e AL SO i A

Le problére de la r‘installation des rifupiés arab

ne pourra donc 8tre résolu quc dans le cadre d'un diveloonement

Sconomique d'ensenble qui suppose 1'installation de nouvelk s
exploitations asricoles, la mise en valeur de nouvelles terres,
le d3velonnement des transports ¢t 1o erdation de nouvelle s
industries.

LES PROPLI 5. POLITIQULS

o-ecou----e-.--uc-o-ooao--.--.o

s A e e e e
Mals 11 faut zjouter, pour 8tre sincére, que 1la

plupart des habitants du Proche-Orient voient plutdt dans 1a

situation des rifusi’s un probléme politique et une conséquence

de la guerre de Palestine, ... ...

bl gt L LT ST R e S
Isradl a diclard publiquement qu'il ‘tait prét & entrer en
pourparlers sur le probldme de 1a componsation pour les terres
abandonn’es par les irabes s mals, Stant donn’% la o tustion

sconomique désespirie de 1'Ttnt isra&lien, coslui-ci Serait

probablenent Ar~ng 1'impossibilit’ do verscr cette co'pensation

(=%

temps p-ur qu'slle peraette 4e financor proaptevent un prograne

d'aide aux rifusiss,

.oo.e-.nnooo.o-e'n.-aola!ltol.oc.




IXTRAITS DU CO 'PTE RENDU LAN/LYTIQUE DE
Li 149&éme REUNION DL LA CO [ (ISSION
COI'SULTALTIVE ET DU DIRECTLUR DE L!'UNRWA
TENUE LE 17 JUILLET 1952

Aucdition de i, BERNCASTLE, Expert des questions fonciéres

de 1'0ffice des Rifugiés de 1o Comaission de ‘Conciliation
pour la Palestine.-

3. L'0ffice des RAifuriis a foit uno estination globale

des biens arabes en Israel, qui 2 %t5 adoptle par la C.C.P.
Lors de la conf’rence des “tats int’ressis riunis 4 Paris en
automne 1951, la C.C.P., dans scs recom1andations aux parties,

a esti 3 gu'Israel %tait d’biteur d'une som-e de & 100.000.000.

Cette conflirence s'est sold’e par un Schec, mais Isragl s'est

montrs dispos’ & verser une coapensation et a proposé des

pourparlers. La C.C.P. estime quc cottoe proposition ne doit

pas 8tre nigligic.

.:.-----o.--oo..--.--ooo-.-ao

EXTRAIT "ES DECL..R.TIONS F.ITES PiR
i« ARTYUR Z. G.RDIFER
Conseiller Sconomique ~uprds du Burcau des Affaires du
Proche—Oricnt,»de 1'Lsic miridionals et d'ifrique,
D%partement d'Etat, devont 1a Co-1ission des relations
extirieures du Sinat
Isragl a d%clar? publiqueient qu'il Stait prét i entrer
en pourporlers sur le probldime de 1a corpensation pour les
terres abandonn‘es par los arcbes ; mais “tant donnie 1la
Situation Scononique désesniric de 1'Etnt isra&lien, ceclui-ci
serait probablenent dans 1'i.possibilit’ de verser cette
compensation 3 teaps pour qu'clle perie tte de financer

proaptement un programic d'eide aux réfugids.

.loo-ooolocoocoocilu..oc.n.'..




hnnexe ITT

LETTRF DE M. J.M. BERNCASTLE, EXPERT DES

QUESTIONS FONCIFRFS DE 1'OFFICE DES REFUGIES

DE LA CO "#ISSTON DI CONCTILIATION POUR L4
PALESTINT

A <
M. James KEEN, DIRECTLUR ADJOINT DI L'UNRWA

Le & juin 1952

Monsieur,

J'ali %t4 trds heureux de pouvoilr vous rencontrer &
Jirusalem le 26 moi et je vous reomercie d'avoir bien voulu
m'accorder un peu de votre temps pour un bref entretien.
J'espdre me rondre & Royrouth d8s quec mes discussions avec
les Autoritis isrn®liennes acuront pris une tournure sotis-
frisante et pouvoir ainsi poursuivre cet cntrotien avec vous
et avec la Covnission consultative.

Vous m'avez denand’, en particulier, conient la
sorme globale de corpensation pour lcs biens i1ineubles aban-
donnés par les Arabes en Isradl pourrait 8tre distribule.

Des renseigneaents que j'ai pu obtenir jusqu'a prisent, 1l
semble ressortir que, dons lc cas dos habitants des villes,
les biens iamobiliers 3taicnt concoentris sur un petit nowbre
de t8tes. Par exemplc, sur 70.000 musulmans et chritiens

qui vivaient 4 Jirusalem on 1935, 11 ¥y ¢n avalt 55.000 qui ne
possédaient aucun bion 1viobilisr. Inm pronmt les 15.000 res-
tants, et en supposant 5 porsonncs par fomillo, 11 apparait que
tous les blens arabes Adans cotte ville amnartonaient &

3.000 chefs ds fanille. D'autre part, presque tous les
habitants des camplrnes possidnient quelques terres, nais les
parcelles indivicduelles “talent #’n’raleoment trds potites.

Je crols que la masse des rifurils qul sc¢ trouvent sur

les listes de 1'UNRVA vient des caumpagnos ¢t, par consiquent,

le grande m jorits d'entro oux pourra pritendre & la
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conpensation. Cenendant, lorsque l'on exprimera la
compensation & laquelle ils ont droit en termes d'argent,
les sommes seront probablement trop faibles pour les induire

& renoncer & leur droit de retour, quelles gue soient d'ailleurs

leurs illusions sur ce point.
Les personnes avec qui j'al discuté cette question

estiment que si lc montant global de la compensation s'élevait

d 100 millions de Livres sterling, 40 4 50 millions devraicnt

8tre rinartis entre 40.000 habitants des villes, soit 8.000

familles, et que le reste devrait 8tre riparti parmi 1la
ponulation rurnle. IEn suovnosant, dans le cas quil nous
occupe, qu'il y ait 900.000 r fugids en tout, soit 180.000
familles et que, sur ce total, 145.000 personnes ou

26.200 familles soient des citadins ne possédant aucun
bien immobilier, il ressort qu'il reste 50 & 60 millions &
distribuer entre 142.000 fomilles rurhles. Ce qui donne une
‘moyenne d'environ & 385 par famille. ' Il est bien &vident
que les chiffres ci-dessus sont trés approximatifs, mais les
personnes qui m'ont donn? ces renseignements dtaient aussi
bien informées qu'on peut 1'8tre de ces problémes.

Vous poscsidez probeblement d'autres renseignements

sur cette question et il serait intéressant de pouvoir
corparer vos Svaluations.

Veuillez agrier,.

(s) J.il. Berncastle
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TOP SECRET _{Vféf BRITISH MIDDLE EAST OFFICE,

PERSONAL NG Nicosia.
@ v July L, 1955.

[y deow Bl

I enclose a memorandum of comments on the semi-
official Treasury letter of June 8, of which you sent
me a copy in your letter VR 1076/99/G of June 9,
about the problem of eventual compensation for the
Palestine reflugees. I have only just returned from
a visit to Beirut and Cairo, which gave me the
opportunity of discussing the whole subject with
Crawford, Falle and the United States representative
on the Advisory Commission, Tomlinson, and again with
Milner, with whom I had had a preliminary discussion
in Nicosia soon after the receipt of your letter.

The subject is a terribly complicated one and it is
not possible to draw any hard and fast line between
its political and its financial and economic aspects.
But I have tried in the enclosed fmemorandum to keep
as far as possible to the politiecal side, leaving 4t
to lilner (who will be writing separately to the
Treasury, but who is in general agreement with the ~
substance of the criticisms in my memorandum) to
develop the financial and economic issues.

2 I gather that the American equivalent to Russell
Edmunds' letter was somewhat long in arriving and
Tomlinson was still cogitating over it when I left
Beirut. But I shall be surprised if there is any
material discrepancy between his views and mine.

D I am sending copies of this letter and its
enclosure to KMilner in Cairo and Falle in Beirut.

Yours ever,

- j 2 c,u.n.JX
B O R | _——

C.A.E. Shuckburgh, Esq., C.B., C.M.G.,
Foreign Office, '

Q W
Ve fa .




COMPENSATION TO ARAB REFUGHES

Comments on Treasury letter IF 592/238/01
of June 8, 1955 to Mr. lWilner

My general comment on the ideas put forward in the
above letter is that, while they would doubtless be
appropriate to the settlement of a reparation and
restitution problem between two "normal' Western nations
which had been involved in war and were resolved on
peace, they do not take account of the mentality of the
Arabs and the Israelis, the peculiar features of the
Arab-Israeli conflict, and the very special nature of
the refugee problem. The letter represents in fact
only a financial and economic approach to a problem
which is essentially political and psychological. The
task of finding and reaching agreement on a viable
solution is indeed a formidable one to undertake. Any
such solution is, I think, only conceivable as part of
a general Arab-Israelil peace settlement; and any
approach to it will have to take full account in the
first place of the emotional character of the confliect,
the hostility and suspicion with which each side regards
the other, the sense of injustice which each feels, and
the degree of responsibility which both attempt to place
upon the major Viestern powers and the United Nations
alike for the present situation and for its solution.

A special peculiarity of the compensation problem,
moreover, is that it is not merely one of bringing
governments to a rational agreement. It affects a
community of nearly one million individuals. Of these
individuals, only those residing in Jordan have specific
nationality. The rest are stateless. But all, whether
Jordanian nationals or stateless, can point to United
Jations' resolutions as investing them personally and
individually with certain "rights". Finally, the
question of compensation cannot be dealt with entirely
independently of that of the resettlement, or re-
absorption into normal civil life, of the bulk of the
refugees.

L Against this general background, I will try to deal
in this memorandum, apart from one or two subsidiary
questions, with the main issues raised by the Treasury
letter, namely:-

(a) the prospects of fixing the total Israeli
liability for compensation at a figure
representing the assessed value of the
immovable property in Israel of the refugees;

(b) the prospects of extinguishing refugee
claims other than those for immovable
property;

(¢) the distribution of the net sum payable by
Israel, i.e. payment into a general
development fund versus payment to
individual claimants; and

the relation of compensation to resettlement,
including the practicability of offsetting

individual/




individual compensation payments against
the cost of individual resettlement.

A% The primary task of reaching agreement on a net
sum payable by Israel for compensation is going to be
no ordinary process of bargaining.

L. Cne of the difficulties from the Israeli side may
be that the scheme suggested implies the acceptance by
Israel of a reparation obligation of a type which the
losing side in any war might be expected to have to
shoulder. But Israel did not in fact lose, Whether,
with this implication, she would be prepared to accept
a liability of, say, £100 million I cannot judge.
Perhaps she might think it worth while to do so for the
sake of a peace settlement. But she might only take
this course if:-

(a) she were absolved from all further
responsibility in relation to the refugees;
and

(b) she received some gquid pro quo in the shape
of a loan for her own development.

B The basic United Nations' resolution relevant to
this issue (No. 194 III of December 11, 1948) reads
as follows: -

"The General Assembly .....

Resolves that the refugees wishing to return to
their homes and live at peace with their neighbours
should be permitted to do so at the earliest
practicable date, and that compensation should be
paid for the property of those choosing not to
return and for loss of or damage to property

which, under principles of international law or

in equity, should be made good by the Governments
or authorities responsible'.

Though this appears at first sight to limit compensation
to compensation for property and for loss of, or damage
to, property, it must be noted that this is based on

the supposition that claimants will have chosen not to
return to their homes. In most cases, however, it will
not be a question of free choice. In the case of the
bulk of the refugees, the argument is likely to be

that it is force majeure which prevents them from
returning. In addition to the types of claims listed
in paragraph 1 of the Treasury letter, claims may be
made not only for the very fact of not being repatriated
(which is presumably what the Treasury mean by
"pepatriation rights") but for loss of rents, livelihood
or expectations in the interval.

6. I think it is true to say (paragraph 2 of the
Treasury letter) that it will prove almost impossible to
evaluate the various claims and counter-claims. Nor,
in my view, will a solution of the compensation issue
make much contribution to settling the Arab-Israell
conflict if payments are spread over the long period
contemplated in the Treasury letter. Zither they must

be/




be assessed on some rough and ready system (at present
difficult to conceive) and paid promptly (which, as

will be shown below, would have disadvantages and create
its own problems); or payment must in some way be
linked with an effective scheme for refugee
"reintegration'", i.e. resettlement or absorption into
normal civil life.

s It is in my view over-optimistic, if not illusory,
to suppose that the Arabs, at all events, will agree to
ignore certain types of claim or to take action to estop
the pursuit of such types of claim in their Law Courts;
and it may be argued that certain types of c¢laim cannot
be scaled down, or written off, at the expense of the
refugees, At all events, even if the Arabs and the
Israelis were brought to agree to a "horse trade" for
the purpose of a government-to-government agreement,
designed to establish a residual net payment by Israel
for compensation purposes, that would not necessarily
extinguish the claims of individuals on both sides which
had been ignored, offset or written down for the purpose
of the inter-governmental agreement. The settlement of
such claims would, I suppose, normally be a matter
between the individuals concerned and their governments.
But the complication here is the nationality difficulty
referred to in paragraph 1 above, except in the case of
Jordan, where any such liability, unless shared by other
Arab states - perhaps an improbable contingency - would
be only too likely to result in an additional financial
burden for Her Majesty's Government in the United Kingdom.

8. The incidental question is raised in paragraph 4 of
the Treasury letter of the possibility of part payment
of the Israeli liability in kind instead of in foreign
exchange. It is difficult to see how this could be
arranged, except by direct Israeli exports to the Arab
countries concerned, which would involve precisely the
kind of Israeli economic penetration of the Arab world
which is one of the main reasons why the Arabs are
unwilling to proceed to a genecral settlement of their
conflict with Israel. If it were possible to find a
way of surmounting this major difficulty, there would
have to be some agency for organising the marketing of
the goods provided, so that the proceeds could be
devoted to compensation. If this task were to be
placed upon the agency chosen or set up to distribute
compensation, it would very much affect the question of
the organisation and staffing which any such agency
would have to possess (see paragraph 19 below regarding
the suitability of the United Nations Relief and Works
Agency).

9. The Treasury are naturally much concerned with the
question whether the distribution of the amount of
compensation contemplated could be effected without
disastrous inflation. But to say, as does paragraph 5
of the Treasury letter, that this is the "major" question
is, I suggest with all respect, to get the problem out
of focus. I understand Vr. l'ilner, as well as

Mr. Crawford, to agree that the purely inflationary
danger would not be a very scerious one if payments were
spread out as contemplated in the Treasury letter;

the danger would only be a real one if large payments
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were made over a short period and, particularly, if
they had no relation to "reintegration'. The "major"
question, in fact, is quite a different one, namely,
to what extent would a compensation scheme help to
solve the refugee question?

10. Assuming the initial hurdle of securing agreement
on a net Israeli obligation to have been taken, it seems
unlikely that the discharge of that obligation by
payment into a development fund, with the object of
facilitating refugee "reintegration", would correspond
to the ideas of the refugees themselves regarding their
right to individual compensation; and it is not easy

to see what tangible benefit individual refugees would
ocbtain from shares in such a fund which, presumably,
could pay no dividends. Any such solution is therefore
unlikely to be accepted by the Arab governments.

Mr. Crawford and Mr. Milner feel that compensation wi%l
have tc take the form of payments to individual claimants.
I agree, but feel that the guestion whether there is any
way of utilising the Israeli pledge in a manner which
would assist the financing of "reintegration", until
such time as payment to individual claimants becomes
practicable, ought to be further explored. We are all
three agreed that any compensation s cheme would fal as

a contribution to a final settlement of the Arab-Israeli
conflict unless it were parallelled by, and preferably
closely geared to, an effective resettlement scheme
holding out real prospect of reintegrating the refugees
into ecivil life on a self-supporting basis. The ideal,
of course, (though not necessarily the ideal to all the
refugees) would be to space out compensation payments so
as to coincide with the definite availability of
opportunities for simultaneous resettlement.

11. The proposal for compensation to individual claimants
on the basis, and in the categories, suggested in
paragraph 6, 8 and 9 of the Treasury letter, while
intrinsically reasonable in itself, would not, in itself,
advance the reintegration of the refugees very far; and
it is cpen to question whether the order in which it is
suggested that payments should be made would be the

most expedient.

12. Payment to persons in the first category (claimants
to £100 or less) would have practically no impact on
reintegration. In all probability, such payments would
be squandered unless employment or resettlement were
simultaneously available. The assumption that travel
documents of the type referred to will be issued is a
precarious one; and in any case these refugees are.
perhaps unlikely to agree to the utilisation of
compensation payments to meet the expenses of moving.
They would, more probably, regard such expenses as a
charge inherent in reintegration which U.N,R.W.A. ought
to meet.

13, In paragraph 6 of the Treasury letter, it is
calculated that if the sum pledged by the Israelis was
£100 million. half of it would go to the top category
(eclaimants to over £2,000). These are people who are
not for the most part in need of reintegration now.

In favour of early payment to them it can be argued
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that, as a group, they have special political influence
which might be helpful if their claims were satisfied;

and that, given the lingering idea of a patriarchal
society, some of them at least might employ refugees who
had previously been dependent upon them. On the other
hand, I think there is a distinct danger that the
satisfaction of the claims of this group, without any
simultaneous improvement in the lot of less fortunate
refugees, might create a fresh political complication
since it would give a handle to Communist propaganda.

The idea is advanced in paragraph 9 of the Treasury letter
that this group might establish a Development Bank with
part of the proceeds and thus assist reintegration.

This is a very interesting suggestion; but its fulfilment,
if voluntary, would depend either on the altruistic and
phiTanthropic leanings of the group of persons concerned,
or on their own estimate of possible profit -from it.

14. There remain the payments to the middle category
(claims to between £100 and £2,000). The Treasury
letter hazards a guess that about 96,000 families would

be in this category. In theory, the payment of compensation

to these claimants might provide the answer to the
hitherto unresolved conundrum of how to reintegrate the
moiety of the refugee population which would be left
unsettled even if the Jordan Valley and Sinai schemes
were successfully completed. But the span of payments
is a fairly wide one and a good deal depends on the
number of refugees who would qualify for payments
sufficiently large to enable them to become self-
supporting and therefore to disappear from the U.N.R.W.A.
ration rolls. of the 96,000 families, the Treasury
estimate that some 82,00C will be in the lower grade of
this category (claimants to between £100 and £1,000)

and the same comment applies to them as to persons in
category 1, namely, that such payments would in all
probability be squandered unless emplcyment or
resettlement were simultaneously available, In any
case, if we regard the payment of compensation to this
block of 96,000 families as likely to be the most
promising means of diminishing the resettlement problem,
we must still face the fact that the rapid absorption
into normal civil life of such a large number of refugees
would in itself be a very considerable physical task.

It would require either the simultaneocus availability

of land settlement schemes, or, alternatively, the help
of U.N.R.W.A. and of the Arab governments to place refugees
where work was available, or businesses could be set up,
with a reasonable chance of success, and therefore with
due regard both to economic needs and to the danger cf
creating a surfeit in any particular line of business

or employment in any particular place.

15. In studying how to link up any compensation scheme
with schemes of resettlement or development, there are
evidently two types of time factor to keep in mind and
to try to harmonise. The first is the time likely to ~
be taken by the process of examination and adjudication
of claims, The Treasury letter contemplates the lapse
of three years before payments can be made even to the
lowest category of claimants; from four to nine years
in the case of category 2, and an even longer period
before the full payment of category 3. The second time
factor relates to the entry into operation, even under
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the most favourable circumstances, of large-scale
resettlement schemes, e.g. the Jordan Valley and Sinai
schemes and any new schemes in Syria, Iraq or elsewhere.
Insofar as the reintegration of refugees not catered
for by Jordan Valley and Sinai schemes has to take the
form of settlement on the land, the areas for such
settlement have still to be found and developed.

16. 1In calculating the various financial liabilities
which the United States and United Kingdom might have
to be prepared to undertake in the interests of a
general solution of the Arab-Israeli conflict, the
possibility must not be overlooked that Syria, at all
events, and any other Arab country in which mass
settlement might be physically feasible, would not
consent to any considerable degree of refugee
resettlement without an inducement, perhaps (with the
possible exception of Iraqg) in the squape of outside
aid for general development purposes in the 1nterests
of the indigenous population.

17. With regard to paragraph 10 of the Treasury letter,
removal from U.N.R.W.A. ration rolls is only possible ' |[j
if and when refugees become self-supporting. Thus

the only relief to ration rolls likely to result from
the compensation scheme as now suggested, is that

which might come from compensation payments to the
higher grade claimants in category 2.

18. The further qguestion whether refugees resettled
by U.N.R.W.A., could be required to hand over any

compensation which they might have received to the
Agency in part payment for their resettlement, is a
most difficult one. In practice, it would almost
certainly be unworkable, unless amounts adjudicated

for compensation were held in reserve, i.e. not actually
paid out, but eventudly offset against the cost of
individual resettlment. But the probably over-riding
difficulty is that 1t has been stated specifically many
times that U.N.R.W.A. resettlement schemes do not
prejudice refugee rights to repatriation or compensation;
and such resettlement and reintegration as has so far
taken place with U.N.R.W.A. help has been, to the best
of my belief, on that understanding. Any departure
from this basic principle may be expected to meet

with fierce opposition from the refugees and it seems
highly improbable at present that the Arab governments
would co-operate in any agreement or any resettlement
scheme on such lines. swwen less likely would they be
to do so if the sums adjudicated for compensation

were based on scaled-down claims or arrived at by
ignoring certain types of claim. It= could of course

be argued that contributions to the U.N.R.W,A.
rehabilitation fund were a form of contribution to
compensation. But it will be a formidable task to

get this doctrine accepted especially in view of the
statements, already made, to which I have just referred.

19. On the purely subsidiary point as to whether, in
the event of an agreement being reached on a total
sum for compensatlon U.N.R.W,A. would be a suitable
agency for its distribution to individual claimants,

T

I think, personally, that the answer is in the negative,
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Some form of United Nations Agency would no doubt be
appropriate. But U.N.R.W.A,, as at present constituted,
is designed and staffed for other purposes, namely the
procurement and distribution of supplies, and the
administration of camps and of various types of relief.
It could no doubt act with its present type of personnel
as the Agency for actually handing over payments to
refugees, in 1ts care. But it would require an entirely
different type of personnel if it had to undertake the
complicated and specialised preliminary business of
examining and adjudicating claims. It is true that a
special department with the necessary legal and other
technical qualifications might be added to U,N.R.W,A.

for this purpose. I think, however, that it is
undesirable in principle that U.N.R.W.A., which would,

we hope, be simultaneously engaged in the work of
resettlement and in that of relief, so far as the need
for relief continued, should be hampered by the onus
which would attach to it as a body engaged in the
critical examination and scaling-down of the claims

of the refugees. This is, to my mind, a decisive
argument against associating U.N.R.W.A. in any way

with the adjudication of claims, A subsidiary point

is that its competence at present extends only to ‘
refugees who are, broadly speaking, destitute or in

need of relief. A great many claimants, and practically
all those with the biggest claims, are not in fact within
its orbit.

20. I should naturally like to offset the various
destructive criticisms in the present memorandum by
some constructive proposal. . What I would like to see,
as indicated in paragraph 10 above, is some scheme
whereby an Israeli pledge to pay a fixed global sum
for compensation could be made to "work" in the
interests of refugee resettlement until such time as
individual ecompensation payments were practicable.

All I can suggest at present, however, is that
consideration be given to the merits and practicability
of some variant of the scheme produced in April 1953
by Monsieur Ingrand, then French representative on the
Advisory Commission to U.N.R.W.A. This plan received
no official circulation but was comrunicated privately
to the United Kingdom and United States representatives
on the Advisory Commission, and by them to their
governments. Although the Foreign Cffice considered
the scheme impracticable, or, at all events, premature
in parts, they did say in a communication to the State
Department on May 26, 1953, that '"the idea of paying
compensation through some kind of banking organisation
in the form of interest-bearing bonds, which could
only be encashed for use in productive enterprises in
the Middle Bast, is an attractive one and seemns to
merit further study".

21, One of the weakne¢sses of the Ingrand plan is that
(as /




(as I understand it) it is based op the guarantee by
Israel of a provisional sum which would have no bearing
on the final assessment of the global sum of
compensation. It would, in my view, be an essential
element of any workable solution that the amount fixed
for payment by Israel should be a "once for all" payment,
in full and final settlement of Israel's obligation.
Provided that this conception were realised, then any
such sum might be received, invested and administered

by an international body of trustees, which would be
eventually responsible for paying individual claimants
or, alternatively, for issuing individual compensation
bonds and perhaps paying interest on them until they
were encashed. I have not the financial competence

to judge whether the Isracli obligation could be
utilised in any way to finance general development for
general resettlement purposes, at least from the moment
that the obligation became effective until the issue of
individual bonds. But as regards the further idea of
linking compensation payments with schemes for
reintegration, I would tentatively suggest that expert
consideration be given to the practicability of an
arrangement under which refugees on U.N.R.W.A's ration
rolls would normally have their bonds encashed when,

and only when, they were removed from those ration rolls
on resettlement or reintegration (this would presumably
have to apply retroactively to refugees already
resettled or reintegration); but that if they so
requested, they should be able teo encash their bonds at
an earlier date for the purpose of investing their money
either in land or in a business which, to the satisfaction
of the trustees, after due examination of the scheme,
was likely to make them self-supporting. As regards
refugees not on the U,N.R.W.A., ration rolls, I realise
that the only argument against encashing their bonds as
soon as their claim has been fixed, is the political

one - referred to in paragraph 13 above. Might it not
be possible however to obviate this political difficulty
by fixing a level above which payments would only be
made if the trustees were satisfied that such payments
would be invested in a scheme resulting in the employment
of other refugees, and thus contributing to a solution
of the general reintegration problem? I realise that
these ideas may be criticised on the ground of
impracticability or inconsistency. But I canithink

of no better and therefore put them forward for
eXamination.

22. The only other constructive sugzestion which I can
offer is that means should be found to expedite
appreciably the identification and valuation of refugee
property now being conducted by the Palestine
Conciliation Commission. This would require, in the
first place, consultation with that Commission to
ascertain:-

(a) whether the type of work now being undertaken
is sufficiently wide in scope (i.e. what
kinds of property does it cover?); and

(b) the help required to undertake any necessary
expansions and to accelerate completion.

Any




Any approach to the Palestine Cenciltation Commission
and any increase in its staff would probably have toO
be unobtrusive at present if 1t were not to raise
exaggerated hopes, or, alternatively, provoke protests
from the Arab governments against concentration on

the problem of compensation as opposed to repatriation,
which they profess to regard as the real answer to the
refugee problem.
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Points outstanding oh this topic appear to be
as follows:=

" (a) Mr Armstrong to see the series of telegrams

about the recent statements made by Mr Dulles and

the Foreign Secretarye. These are in the attached

pouch and of them No 537 (Foreign Office to Amman) ;ki
ives the text of the U.K. statement and No 1341

%Foreign Office to B.M.E.O.(Nicosia) gives the text

of the main part of Mr Dulles' statemente. Cole.

Russell Edmunds would like the telegrams back

eventually.

Bsb) Mr Potter will wish to discuss with Mr Milner
Mr Arthur, Foreign O0ffice would also like to be in
on the discussion) the following replies to Col.
Russell-Edmunds' letter of 8th June, 1955 which went
out on IF 592/238/01 (the file is in action with Col.
Russell=-Edmunds): - ]

-29 (1) Mr Milner's letter of 9th July, 1955.

(ii) Mr Sterndale Bennett's letter of Lth July.
1955, of which a copy has just reached us from
the Foreign Office.

According to paragraph 2 of Mr Milner's letter
of 9th July, 1955, Messrs Sterndale Bennett, Murray
and Crawford were in broad agreement?and they were
left to write in if they differed violently from
Mr Milner's letter. Mr Sterndale Bennett has

OVER
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written but nothing has been forthcoming
from Messrse. Crawford and Murray. Mr

Lambert's note beneath Mr Potter's minute of|

3rd September suggests that Mr Sterndale
Bennett's letter was intended to cover the
views of Mr Crawford alsoe

(1ii) The remaining vpoint is to get our
hands on a copy of the'Ingrand Plan of 1953'
Nothing has been forthcoming from OF files
I spoke to Mr Mackay this afternoon and he
said that they have been unable to trace

anything on the IF side. I therefore had a}

word with the Foreign O0ffice who said that
that the report was a very large document
written in French and so far as they knew
there was no ems=sewben® document available
in English. They cannot send us a copy of
their document since it is too long to get
copied. I have however elucidated that a
copy of the Plan was sent to Mr Oates,
Treasury on 27th June, 1953, under Foreign
Office reference EE 1825/61., OFCS are

working on this lead.

14th September, 195

d

P.S. T also attach our file on "Possible
%ggg%cation of Economic_Sanctions against Is

ou may care to glance at.
* Thexingrand Plan' wgg first mentioned in

Mr Milner's letter of the 9th July, 1955,
(Paragraph 7).
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- 25 - ISRAELI PEACE PROPOSALS

ISRAEL'S PEACE PROPOSALS

Period: 20th - 26th December 1955

Quoting a Reuter dispatch from Washington, a "Voice of Zion" broadcast in
English on 20th December said that in a recent communication to the US State Depart-

ment Israel had summarised her proposals for a peace settlement with the Arabs as
follows:

Direct talks between Israel and representatives of the Arab States, especially
Egypt; adjustment of frontier lines, but no unilateral cesslon of territory by
Israel; the restoration of Israel to its natural position as a centre of
communications in the Middle East; Israecl for her part would be willing to
permit the Arabs to establlish land and alr communicatlons between Egypt and the
Lebanon, and Egypt and Jordan; in return Israel would :xpect similar land and
air communicatlon facilities in Arab territories; free port facllitles would
be gilven to Jordan at Haifa; Israel would compensate the Arab refugees; the
return of the refugees to theilr former homes is ruled out, but the Israeli
Government would be prepared to accept the US offer of a loan to provide
compensation; the maintenance of the present status of Jerusalem and co-operation
with the Arabs in sharing the waters of the Jordan and Yarmuk rivers.

"Israeli Foreign Ministry sources in Jerusalem", the broadcast concluded,

"while pointing out that these suggestions contain nothing new but merely bring
together previous proposals, refuse to confirm or deny the report that they had been
submitted to the State Department as a concrete plan,"

The following press comment (here abridged) on Israell!s peace proposals
was reported in Israell broadcasts on 21st and 22nd December.

'Davar!: It 1s not a question of new proposals but of proposals which have
been raised on various occasions in the past with regard to Israel's sincere wlsh for
a stable peace. Unlike proposals which endanger Israclis securlty, entity or
integrity, those which have been disclosed contain all that Isragl can offer to the
Arab countries without endangering these basic considerations. There are widespread
tendencles in the West to appease the Arabs not only at Israel!s expense but also at
the expense of peace. The Arab claims are purely strategic, which refutes the
allegation that they have changed their approach to the questlion of peace 1ltself,

On the other hand, Israel!s attltude clarifies her genuine desire for peace, It
1s possible to achleve this end through direct negotiatlons. (21512555

‘Lamerhav!: Any plan for real peace is valid at all times. Israel should
have submitted such a plan to the Security Councill, The ltems 1n the proposals carried
by the news agencles are deficient in as much as no mention has been made of the
question of war reparatlions which the Arab countries owe Israel, (21.12.55)

1Al Hamishmar':s Such peace proposals are a demonstration of Israel'!s good
will for the prevention of war and the settlement of the conflict with the Arabs by
peaceful means. Nevertheless, the Government should hold a representative and
comprehensive discussion on an Israell peace plan and pursue a forelgn policy not
based on an approach to the West alone. Peace proposals should be submitted to the
UN as a whole., (21.12.55)

'Herut'!': There 1s defeatism in the proposals which, according to the news
agencies, Israel has submitted to the US Government. (21.12.55)

Omer': Contrasted with Israecl'!s real desire for peace, there 1s no
foundation for premeditated rumours alleging a fundamental change in the attitude of
the Arabs. Israel could offer the Arab countries all that could be given them
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without prejudicing her entity, integrity or security. The door 1s open for direct
talks with the Arab countrles, separately or collectively. If the Arabs entertain
genuilne peaceful intentions they can prove 1t by accepting Israel'!'s proposals as a
basis for negotiations, (211255

IShearim!: The overwhelming majority of people living in Zion wholeheartedly
desire a Jjust and honourable peace. (21.12.55)

'Jerusalem Post!: It was scarcely to be expected that in present circum-
stances Israel'!s attlitude would be accepted with enthusiasm in Cairo or Washington.
The documents captured in the Lake Tiberias raild prove how senseless such plans as
Eden'!s are - plans which require Israel to make concessions to Arab demands. What
sense would 1t make to try and bribe the Arabs, who shamelessly carry out unillateral
decisions to alter frontiers and mutual agreements? Britain should remember that
her policy of appeasement has not benefilted British interests at home or in Jordan.
It is diffilcult to concelve Israel'!s now attempting this method wilth which the
British have not been successful. (22.12.55)

!Eatsofeh!: The publication of Israel!s willingness to take active steps
for the sake of peace is to be welcomed. This dispels the impression that 1t 1s
Israel who stubbornly refuseés to make any concessions. (22.12.55)

Israel radio said on 26th December that the Knesset had that evening
rejected proposals by‘Herut and the Communist Party of Israel that the House should
immediately hold a debate on press reports regarding the Israsli Government!s peace
proposals. TpegFéreién Mihister had announced that the Government!s statement on
foreign affairs and defence would be made in the Knesset "next week" and that a full
debate would e held aftérwards. 'Dr. Altman, who had moved the demand on behalf

of Herut, had said that as a matter of "principle his party opposed any proposal that

involved cohcessions on Israel'!s part. Vilner, for the Communist Party, had declared
that the'proposals'which had béen published .did not serve Israel'!s interests but those
of the USA. i A : ‘ ’
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I understand you would like a note on our commitments towarmis
the cost of a Palestine settlewment,

On present plans, the total cost of ompematimé‘:oxhn‘zl
will be £100 million, Of this, the then Foreign Secretary suggested in
C.P.(55)35 that we should conmtribute £15 million as 8 loan anl allow the
Isrselis to maise another £15 million by selling Israeli bonds in the
United Kingdom,

¥hen the Cabinet considered these proposals (C,M,(55)15th Conc, )
they iavited the Chancellor to discuss further with the Foreign ‘eoretary
the form and scale of cur help to lsrael,

No final decision has been reached on this as the Poreign
Office maintain that we ought to pa/ﬁ"(ﬁp_ta-sﬁ million and the Treasury
that £10 million would suffice, e are, however, prepared to allow the
Israclis, if they ask us, to raise up to £15 million by the sale of their
bonds.

If coapensation is to be combined with resettlement, which
seeas the only way of disposing of the refugee problem and thus of assuring
e lasting settlement, we should undoubtedly be asked to provide more money
by way of comtributions to UNFRA, Up till now there has been no

examination of what such an amount might be.

(“f - £ z J‘:)!‘lnst Gl)
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Conclusion - flag B on OF.83/154/014) and spproved in principle the plan for

settlement but “invited the Chancellor of the Exchequer to disc

promoting a
further with the Foreign Secretary the form and scale of the fina
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I cannot trace any reply to your letter of 1lst July L)Lw Mr,

rake on 3rd August 1955 (flag € on IF.592/23 8/u121)

the Americans had not been told about our £15 millio
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remaining half, i.e.
£50 million from t 5 million was
ng the total external aid £70 million after
for £5 million from the French other Govermments.
gpested that, as there was no question of sharing the £100
had been accepted as basis for compensation, the matter mig}
footing that the Treasu nd the Foreign Office each reser
I.F. have suggeste would be better to have
figure and have proposed further talks wit 1e Foreign Office wh
seem to have taken place.
To sum up, the U.,K, balance of payments stands to bear, over the
years after a settlement has been reached, a total of £30
million of this,being on loan from HM,G., is firm, The balance
depends on how much the Israelis can raise by selling bonds as to which the

Bank of England thinks £15 million over-optimistiec.
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(iv) Jordan Valley Development. This may come about
. as a result of Mr., Eric Johnston's efforts or of
a general settlement. The te Department and
Mr. Johnston estimete the total cost at $200 million
of which the Americans claim $80 million would fall
to UNWRA after the U.S. had met their share, On this
assumption, our share would be about £5.7 million

(v) esettlement of Arab refugees in Israel
The Foreign Office regard this as a dubious item
but one which might conceivably involve us in
about million,

In all these, the UNWRA expenditure involved in a settlement would come to a
wch as £13%,2 million, on top of a contribution towards the day-to-day efforts
of maintaining the refugees of w s in the years 5=60 inclusive, the
Foreign Office estimates our share at £8.5 million There tas beenm
discussion of these proposals but, if the financial consequences of a
Palestire settlement are to be re-examired, I suggest they should be locked
at.

e In conclusion, an outside figure for the cost of a Palestine

settlement to the balance of payments might be as much as £15 million (loan)
E £15 million (fx the sale of Israeli bonds), plus £21,7 million for
UNWRA, a total of £51.7 million to be spent over a period of say ten years.,
It is to b= hoped, however, that the commitment would be much reduced:-
(a) by reducing our loan from £15 million to £10 million;
(b) by the failure of the Israeli Government to raise as much

as £15 million;

(e) by hard bargaining when the international
UNWRA are worked out,

contributions to

But there appears to be no chance of offsetting UNWRA's expenditure on

resettlement by getting the refugees themselves to contribute to the cost out

of their compensation payments (see para.8 of Mr, Milner's letter of 9th July,

1955, and para,l8 of Sir J. Sterndale Bemnett's memorandum of 4th July, 1955,
N ,

”la*-;zlﬁmx on uF.B}/lBM/OlB), though there is some support for the idea that

those due to get more than £2,000 in compensation (to whom about half the £100

would be due) should invest anything above £2,000 in a dev

some swek similar organisation,

elopment bank or
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CONFIDENT TAL

8S/I11/b
BRIEF FOR WASHINGTON TALKS
JANUARY/WEBRUARY 1956.

JORDAN WATERS

(i) Summary.

The Secretary of State will receive a last minute brief
from Mr. Shuckburgh who is discussing this subject in Washington;
but he may also wish tn read the attached provisional brief which
M1’ Shuckburgh took with hin.

2 The gist of it is that the Americans shculd be persuaded to
make a special effort to achieve the co-ordineted exploitation

of the Jordan Valley waters (i.e. acceptance of the Johns*on Plan)
during the spring, in order to:-

(a) prevent war arising from Israel's proposnd diversion
of the River Jordan a2t Jisr Banat Yakub;

(b) get some Palestine rcefugecs recettled, and provide
Jordan with the maximum economic benefits; and

(c) supply a precedent for negotieting at least a limited
issue between the Arabs and Israclis,

e The difficult points for the Americans are to persuade
Israel to postpone once more the diversion at Jis» Banat Yakub,
and to provide a spzcial firnancial incentive co Syria 5o waive
her objections to the Johnston Plan.

/(ii) Background.




ANNEX I
CONFIDENT TAL

BRIEF FOR WASHINGTON TALKS

JANUARY/FEBRUARY 1956

JORDAN WATLRE

Background

All four riparisn States (Israel, Jordan, Syria and the
Lebanon) already have some form of national pisn for irr.gation,
using water from the River Jordan and its tributaries.

Israel National Plan.

Israel inherited from the Jewish Agency a plan to irrigate
the Negev. by Jordan water pumped over the watershed just North
of Lake Tiberias., She estimatzs her annual requirzment from
this source at approx.mately 670 million cubic metres (m.c.m.).
She had bhegun to divert the Jordan in the Israel-Syrian
demilitarised zone at Jisr Banat Yakub, in 1953, but suspended
work pending a decision by the Security Council, which has
not yet been given. There is now some Goubt whether the
Israelis can use the depression West of the wa*ershed which
they originally planned as a reservolr; dbut it stlll appears
that they regard the Jisr Banat Yakub diversion as an essentlial
part of the nationsl plan. Its initlal purpose would be to
create hydro-electric power at Capernaum. A considerable
part of the canal between Jis, Banat Yakub and Capernaum has
been dug and it is proposed to complete the divrersion at Jisr
Banat Yskub and the pover station at Capernaum in the 1956
“work season", i.,€. In the Spring.

Ysrmuk Scheme (Kingdom of Jordan),

The Jordan Government have considered wvariouvs plans for
exploiting the River Yarmuk, the Jordan's largest tributary.
In 1953 they reached provisional agreement with Syria to
investigate a possible use of the whole flow of the Yarmuk for
the benefit of these two countries: Jordan getting most of the
water for irrigation, and Syria getting most of the electric
power to be produced. This idez was side-tracked by ULRWA
(which had undertaken to stuay the proposal) tbecause it was
clear that the rights of 1srsell users of Yarmuk water would be
involved. A 1953 report by the Tennessee Valley Authority
to UNRWA argued that the Yarmuk Scheme, involving an
excessively high dam on the river, was uneconomlc.

"Iittle Yarmuk Scheme" (Jordan).

In the course of discussions between Arad experts and
Mr, Eric Johnston, there has been agreement (in the coutext of
the Johnston Plan : see Lelow) that a medium sized dam on the
Yarmuk would be justifiable. The Jordan Government have
recently proposed, in vague terme, to the United States ard
United Kingdom Governments, that in the absence of an agreement
on the Johnston Plan, it would be desirable to build this
dam, and a diversion dam where the River Yarmuk enters the
East Ghor of the Jordan Valley, and the irrigation canals from
there southwards, thus creating what might Le called a Little
Yarmuk Scheme. It is alleged, without apparent justification,
that this Scheme would provide Jordan with 72 per cent of the
water avallable under the Johnston Plan and irrigate 70 per
cent of the land classified for irrigation in that Plan. It 1s

/further clsimed
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further claimed that it could technically be integrated

into a co-ordinated scheme, were the Johnston Plan eventually
to be accepted; this is probably true but it takes no

account of the polltical wreckage of the Johnston Plan whkich
would result from the adoption of a Little Yarmuk Scheme.

Syria and the Lebanon.

Syria is exploiting the Upper Yarmuk, in her own
territory; she possesses water rights on the left bank of
the River Jordan between Jisr Banat Yakub and Lake Tiberias;
but she has done little to exploit the head waters of the
River Banyas which rises & few milec inside Syria., The
Lebanon has considered, but not underteken, the exploitation
of the River Hasbanl which flows for some distance *hnrough
the Lébanon hefore falling into Ierael and becoming the
River Jordan.

Qutside Proposalc.

Disinterested parties have made it eclzar, at intervals,
that the maximum use of the water avallable can only te
obtained by a cc-ordinated scheme agreed between thzs four
States. 1In 1950 the British consulting engineers, MacDonald
and Partners, recommended that Lal.e Tiberias should be used
88 & common reservolr by Israel and Jordan to accommodate the
flood waters of the River Yarmuk which would otherwise be
wasted. The T, V, A, repcrt of 1953, compiled by the
American consultants, Chas. T. Main, made a similar
recommendatior, on a purely technical Pbasis, and stggested a
tentative share-out of the Jordan Valley wevlerc. Starting
from this point, Mr. Eric Johnston, &s persora. Ambessadcr of
President Eisenhower, has vworked for thes last two years to
secure public acceptance of the principle of co-ordlnated
development (not necessarily involving the immedlate use of
Lake Tiberias as & reservoir) and of the principle that the
sharing of thre water, once provisionally agreed upon, should
be supervised by an impartial auchority.

The Johnston Plan.

Strictly speaking, Mr. Johnstcn's plan 1s a new strategy
rather than a new engineering prouposal. The resuits of
his negotiations sre, however, generally called the Johnston
Plan, and they are at present briefly as follows:-

(a) The Lebanon and Syria should draw as much water as
they can reasonably use from ths head waters cf
the Rivers Hasbani, rising in the Lebanon, and the
banyaes and Yarmuk, rising in Syria;

(B) Israel should éraw the whole remaining flow of the
River Jorcan except for exlsting Syrian rights on
the left bank and about 100 m.c.m. which she should
divert to the Kingdom of Jordan because the latter's
area of irrigable land within the watershed is
greater;

/(¢) Jordan should




Jordan should draw the whole remalning flow of

the River Yarmuk except for some 25 m.c.m. reguired
by Israelis living in the trlangle between the

two rivers and Lake Tiberias;

the concurrence of the four States need not involve
agreements between the Arabs and Israel, but they
should appoint, from a panel submitted possibly by
the United Nations, a neutral Water Board to super-
vise the actual distribution of water;

after an experilmental perlod, the partics would sgree,
if possible, to use TLake Tiberias as a common reser-
voir su as to make use of the flond waters of the
River Yarmuk.

The water shares proposeda under the Johnston Plan are
approximately as follows. The State Department may, however,
wish to correct them:-

SYRTIA B2 C e s

LEBANCN 35 m.cems

JORDAN LL5 mec.m.
plus an increment from
irrael amounting if
necessary to 1D e Culle

Tctal 520 mscems

ISRAEL LL9% me.ca.me
less a pcssible increment
to Jorrdan of 75 Me Calils

Net Totul 418 mec.m.
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ALPHA
been recognised that a settlement of the
for payment of compensation from Israel to the
are about 900,000,
2% ! aims of these refugees are currently being examined bj
11 on which in 1951 estimated that £100 million
immovable property, It has,
and ourselves to take this £100 million
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maximum that Israel could in any event be expe
other claims and counter-claims on either side, e.g. Israel claims for war

ge or sequestered Jewish property in the Arab states and Arab claims for
movable property, tenants' rights, or govermmental and municipal claims, would
be mutually cancelled,
D It is assumed that this £100 million would be disbursed over

3

ten years, though we sti have no very clear idea how it will be disbursed or

-

to the allied probelm o

0D
55

resettlement., As £100 million is much more
than Israel can meet from her ow she w e qui ernal help.
by Ministers have therefore decided that the U,K, should, in
principle, be prepared to help but it was left that the detailed proposals mad
the B0, fori-

A 10-year loan of £15 million;
(b) Allowing Israel to raise £15 million by the sale

in the UK,
should be discussed further between the Chancellor and the Foreign Secretary.
(It was suggested by the Americans that the balance of the £100 million; i.e.
£70 million would be found by gifts or loans of £50 million from the U.s. and

£5 million from the French or other Govermments, leaving £15 milli

by Isreel from her own resources or from Jews outside the uomnonwcaltF)

5s Discussions at Ministerial level have not yet taken place,
At the official level, we have told the Foreign Offices-
(a) Of the late Chancellor's wish that our £15 million loan mishi LAeld

be scaled down to £10 million. The Foreign Office have not

acceptedses
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accepted this reduction and maintain that the

£15 million is Justified in terms of the proportiors
between the U.S5. and U,Ks¢ contributions to UNWRA, and

of an earlier American suggestion that they could provide

only £50 million, Thus, at the moment, the matter rests

as I,Fe have yet to hold further discussions.

that while we can take no initiatigt in offering

facilites to the Israelis, we could accede to a request

from them to be allowed to raise up to £15 million by the

sale of bonds in the UK, over ten years,

So far, however, no consideration has been given to the
ing of resettlement which must be done simultaneously with the payment

of compensation, Otherwise, the compensati on will mostly disap® ar in an
inflationary spending spree, and the refugee problem, and its attendant
political consequences, Will remain unaltered, UNWRA will have a big part
to play in resettlement, as will Mr, Eric Johnston's proposals for the Jordan
Valleya There seems to have been no serious discussion of what resettlement
means for us financially, But such tenative estimate of the costs of
existing schemes, including the Jordan Valley scheme, as exist,
if the U,K, contributed towards them in the same proportion as we now contribute
towards UNWRA, this might cost us £13 million over a five year period on top
of our contributions towards the day-to-day support of the refugees which the
Foreign Office estimate at £8.,5 million for the period 1955=60. All this
is obviously much more than we could afford,
Conclusion

Te The cost of bearing our share of compensation would throw a

certain burden on the balance of payments of £10 = £15 million (the UK, loan),
plus a less certain one of £15 million for the purchase of Israeli bonds, a
sum which the Bank of England think unlikely to be realised, all this over, say,

a 10 year periods But on top of this is a large sum for resettlement, and

for the day-to-day support of the refugees, the amount of which at this stage
is purely a matter for speculations But it might rise to another £20 million
or so, depending on how successful we are at bargaining in the arguments at
UNWRA.,. This suggests that we cannot make a realistic approach to the
financial problems of Alpha until there has been a parallel exercise on the
cost of resettlement and discussions with the Americans about how these should

b ’ g
e shared (M.E ston) Z/-/J€C
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As a supplement to my previous note of 21lst January,
I.F. tell me that we have an outstanding commitment to pay
$9.8 million (£4.5 million) towards the UNWRA Rehabilitation
Fund. In addition, assuming that our contributions towards
the cost of day-to-day relief continued at the pre§ent level,
we shall have to find in each year approximatef%?gz.B million
(£1.6 million).

If the various proposals made for rehabilitation,
such as the Johnston Plan for the Jordan Waters, go through,
I.F., estimate we may be let in for a totd, inclusive of the

#9.8 million above, of #25 million .5 million) for re-

settlement.

(M.E.—Fo on)
23.1.56.
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Alpha

1e As you asked, here are some notes (in rather condensed
form) on the Alpha proposals for a Palestine settlement. The
financial implications fall under three heads:-
(i) The compensation payment.

(1i) U.NeReWo.Aeo

(iii) The imponderables.
24 Based on a compensation payment by Israel of £4100 million,
the Alpha proposals envisage a loan to Israel of £70 million,
of which the Americans would find £50 million, H.M.G. £15
million, and others £5 million. The balance - £30 million -
would be found by Israel, and to help her find this money,
there is the proposal which Mr. M.E. Johnston has dealt with
in his note that H.M.G. should be prepared to allow to raise

funds by the sale of Israel Government Bonds to Jews in the

UeKe and the Commonwealth up to a maximum of £15 million over
ten years. The Chancellor, when Cabinet discussed the Alpha
proposals, thought that H.M.G.'s contribution by way of loan
should be at a lower order than £15 million. I.F. have had
exchanges with the Foreign Office about a lower figure, and
we started off with the idea of £10 million. We indicated
readiness, however, to maintain the ratio of our U.N.R.W.A.
contribution in the case of a loan contribution to Israel.

On this basis, a figure of £13 million would be the order of
our loan contribution. We, I.F., would wish to avoid a higher
ratio than the U.N.R.W.A. ratio so that we set no precedent
which could be used against us in the field of U.N.R.W.A. and
possibly in others.

e In December, 1949, the General Assembly of the United
Nations established a United Nations Relief and Works Agency
for Palestine refugees. H,M.G., had made contributions to

the voluntary organisation which had been set up earlier of

£1¢1 million. U.N.R.W.A. was charged with the relief of these
1




refugees and their resettlement. In connection with their
rehabilitation responsibility, U.N.R.W.A. Obtained the

General Assembly blessing to the setting up of £200 million
Rehabilitation Fund. This Fund was to be subscribed to by

the contributing Governments as the need for funds arosee.

As resettlement has been so very slow, the life of this

Fund has been extended to 1960. Assuming that the whole of
this 200 million Fund will be required in the years to 1960,
then H.M.G.'s share, on present ratios, would be 35 million.
Towards this sum we have pledged Sggqﬁillion of which there

is outstanding, i.e., not yet contributed, 9.8 million.

Thus, in terms of money to be found, H.M.G.'s potential
liability is Zzs—million between now and 1960. The two main
projects on which U.N.R.W.A. base their hopes for a substantial
measure of resettlement are the Jordan Yarmuk Scheme, of which
UeN.R.W.A.'s share is of the order of 100 million on present
estimates, and the Sinai project of which U.N.R.W.A.'s share
is said to be of the likely order of g70 million. Just when
the Jordan Yarmuk Scheme is likely to come to fruition cannot
be seen at this stage. This scheme turns on the acceptance

of the Johnign plan for utilisation of the Jordan waterse.

In the case of the Sinai project, present indications are that
Egypt will be unable to make available the quantity of Nile
water required for many years to come. HeM.G. 's contribution
to relief in the current year is gh.5 million. Thislevel of
relief expenditure seems likely for the greater part of the

period to 1960. As a shot, H.M.G.'s liability in respect of

25
U.N.R.W.A. may be said to be of the order of g% million for

rehabilitation and (say) £20 million for relief. Mr. Mackay's
table attached gives the amount that we have contributed to

UsN.ReW.A. up to the present.




The imponderables are:-

(i) The price that may be exacted of H.M.G. over and
above the contribution of £15 million - and the
facilities for sale of Israel Bonds - under Alpha.
(ii) Whether the Alpha compensation would make a
contribution to U.N.R.W.A.'s problem of resettlement

K[

and thus reduce their financial requirements. ' Israel

and the Arab Governments may press for direct economic
assistance as the price of their agreement to a
settlement. There is also the fear that the 100 million

figure for compensation will be increased once a scheme

along Alpha lines is put to interested Governments. But

the Alpha proposals envisage the cancellation of a large
number of claims of individual refugees; the idea being
that the respective Governments would undertake to deal
with claimants in their territories on tne lines that
such claims had been wiped out. This presents a particular
problem for H.M.G. in that Jordan is the only country
which has refugees in her territory as 52::;5 nationals;
in all other countries the Governments concerned do not
accept them as their responsibility. We may, therefore,
be under pressure from Jordan to assist her to placate
refugees in her territory by some measure of monetary
compensatione
on (ii), I find this very difficult to forecast. It is by
no means clear that the 200 million Rehabilitation Fund of
UeN.R.WeAs is the full extent of their requirement. The one
hope of the Palestine settlement in respect of refugees is
that Governments, such as Iraq and Syria, might show a much
more accommodating attitude to the resettlement of refugees
in their territory. Iraq for example could take in gquite a
large number of refugees; and in so far as Alpha funds would
provide the means of resettling refugees in Iraq and Syria,
then U.N.R.W.A.'s task would be lessened and this should
3




reflect itself in the amount of money U.N.R.W.A. would require.
The aim must be to get compensation under Alpha tied in

the greatest measure possible to the resettlement of refugees.
This may be difficult politically; but it is the only
sensible way of preventing compensation moneys being frittered

away still leaving the resettlement problem as large as

oL

We. Russell Edmunds

€VEre

23rd January, 1956
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ISRAEL AND THE ARAB STATES &

BY )
SyBiL. EYRE CROW

OLITICAL and military controversy over Israel and the Arab
PStates has tended to distract attention from the social and
- economic problems raised by the outcome of the Palestinian
War. It is all too easily assumed that if the political and military
questions could be settled, all could be settled—quite soon and
fairly easily. But this is, in fact, very far from being the case.

In the first place the war has resulted in the creation of two states—
Israel and Jordan—which are quite unviable economically without—
and even with—substantial financial assistance. The main reason
for thisis quite simple.  There are just too many people in countries
too poor to support them.

Let us take Israel first, which is by far the better off’ of the two.
Not only does she possess 80 per cent. of the former mandated area
of Palestine (8,000 out of 10,000 square miles); a proportion which
is interesting to compare with the 55 per cent. allotted to her by
the United Nations award of 1948; and the 61 per cent. actually
bought and cultivated by her nationals before 1948: she has also
acquired all the richest agricultural land which Palestine contained,
all the citrus groves, half of which were owned by Arabs before
1948, all the rich coastal plains, all modern Jerusalem, all the former
water supply of Jerusalem, and—more important still for her de-
velopment—a sufficient surplus of water supplies from all sources
in the North to enable her to irrigate large parts of the arid Negev
in the South. She has a Mediterranean as well as a Red Sea port
and complete control of the Haifa railway. Two-thirds of her
population are of European origin and therefore possess in large
measure the skill and managing capacity necessary to a modern
progressive state. She has a population of 1§ million people. In
1947 the area now lying within her borders contained 1} million
people.

Already considered by experts to be over-populated then, it must
certainly be over—-populated now. But it is nothing like so over-
populated as the kingdom of Jordan.

Israel has also received financial aid on a quite unprecedented scale
in relation to the size of her population. The total amount of aid #
received by her since 1948 has been estimated at £700 million.
Of this, about £200 million has come from World Jewry, mostly in
the form of a gift; about £200 million from German reparations
deliveries up to date, all in the form of a gift; and £105} million from
the United States Government—£65} million in the form of a gift
and £40 million in the form of loans.

With all these initial advantages and all this financial help, what
is Israel’s position today? Certainly, there has been much progress
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dince 1948. The amount of cultivated land has doubled and the
rrigated area has trebled. Agricultural and industrial output have

both increased enormously and so has overseas trade. 750,000
; immigrants have been absorbed and there is very little unemploy-
ment.

This is the credit side of the picture. But the debit side is dark
and quite overshadows it, for in spite of all this, Israel is still only
{ able to pay for 30 per cent. of her imports. According to her own
estimate, she will also need further financial assistance to the value
of £570 million over the next five years, if she is to narrow the gap
in her balance of payments to a proportion small enough to be
covered by more or less permanent contributions from World
Jewry. She counts on getting £140 million from the rest of the
German reparations due to her; £62 million from the United States;
and £76 million from private investment. For the rest—£291
million—she has only World Jewry to turn to.

Even if she receives these vast sums, there is in fact no guarantee
that she will be able to pay her way by 1960, for by then her popula-
tion by natural increase alone will have reached the 2 million mark
and, if North African immigration continues at the present rate
it will be about 2,200,000. So the financial prospect for Israel is
not very bright—especially as only about a quarter of the aid
received by her has gone into really productive enterprise; whilst
about half has simply been consumed. Will these ratios necessarily
change?

Her agricultural targets for 1960 envisage an increase of } million
acres in the irrigated area, with an accompanying mcrease in pro-
duction big enough to make her self-sufficient in all foodstuffs
except grains. But it is not quite clear where all this irrigated land
is to come from. There is a plan for reclaiming 20,000 acres from
the Huleh marshes; and for smaller irrigation projects in the
Jerusalem corridor and the Galilean hills. But the greatest hopes
are pinned on the Negev, where, it is said, 260,000 acres can be
irrigated. But this will only be possible when two giant pipelines
carrying water from the North have been constructed. One, the
Yarkon-Negev pipeline, began to function partially last summer.
The other, which is to bring water from the Jordan river, cannot
even be constructed until a political agreement with Jordan and
Syria has been reached.

« At present plans seem to be limited to irrigating about 50,000
acres in the Negev. But even with these, great difficulties are being
encountered. There are financial difficulties because most of the
settlers are new immigrants from North Africa, and the cost of
settling a new immigrant from a backward country upon the land,
even at a standard well below a European one, is £400 a head. There
are also social and economic difficulties because the new immigrants
who are in any case not peasants but artisans or townsfolk in origin,
have primitive methods and habits, and cannot be taught to cultivate
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well. Nor can they do what is expected of every rural settler i
Israel—namely co-operate. At present 35 Moshavim or co-
operative villages in the Negev contain these settlers, and their
farming efforts are going so badly that a network of administrative
farms has had to be created in each village to supervise them.
Four villages have actually been handed over to companies who
employ the settlers as hired labourers. Of course, this is a further
expense. There are also 30 Kibbutzim, or collective farms. But
they, too, are in grave economic difficulties, because not enough
people can be found to settle in them.

In any case, self-sufficiency in foodstuffs could not solve Israel’s
problems. It is on the development of industry and industrial
exports that her future must primarily depend. The increase in
her industrial output and overseas trade since 1948 in fact means
little, because there was very little industry then and practically no
overseas trade. Not only does industry need large capital invest-
ment to get going at all; but continuing costs will be heavy because
with few exceptions all Israel’s industrial raw materials have to be
imported. Her trading prospects are further handicapped by low
productivity, and by high costs of production, due to the inflationary
trends in her economy: these have been very much aggravated by her
absorption of such large numbers of immigrants as well as by her
insistence on the maintenance of a near-European standard of
living for the bulk of her population.

If oil were found in large quantities, this might, of course, revolu-
tionise the situation. But at the moment the amount of oil produced
is trifling.

If this is the position of Israel, where it has been officially stated
that ““the purpose of the State cannot be considered to be fulfilled
unless hundreds of thousands and even millions of Jews who wish
or need to come to Israel have entered their homeland’’; what is
the position of Jordan, the new kingdom formed in 1948 out of a
union of West Jordan, the 2,000 square miles of Palestinian territory
remaining to the Arabs, and East Jordan, the former mandated
territory of Transjordan?

Barring the desert, West Jordan was always considered to be the
poorest part of Palestine, and was never agriculturally self-supporting.
Before 1948 its pre-war population of 425,000 people lived largely
by their connection with the richer parts of Palestine, working in
the towns, on the railways, in the Mandate services and in the
British army. To-day all these sources of employment have gone
and the population has doubled in size. It includes 350,000 refugees,
all of whom are fed, at bare subsistence level, but only a third of
whom are housed by U.N.R.R.A. The greatly increased non-
refugee population has to live as best it can, on greatly diminished
resources. Many thousands do so at or near starvation level. Par-
ticularly catastrophic is the position of the 120,000 people in the
frontier villages who have lost nearly all their richest lands in the
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.jlains to Israel. As these people are not homeless, thev are not

officially classed as refugees, and receive no rations from U.N.R.R. A,
Their plight is terrible. Many villages like El Burj and Beit Mirsim
in the Hebron area see their water cisterns 10 or 30 yards across the
frontier in Israel, and have to walk 20 miles to get any water at all.
Others like the formerly prosperous villages of Qalgilia and Tulkarm
have lost all their citrus plantations, others like Qataneh all their
cereal lands to Israel. Others like Beit Awa have practically no
cultivable land left. All, whatever their particular condition have
daily to endure the ordeal, in their wretched half-starved state, of
actually looking down on their former lands in the plains being
cultivated by the Israelis.

East Jordan has no frontier problem. But it has many others.
Its pre-war population of 300,000 people has more than doubled in
size and includes 140,000 refugees. It was always a poor country
barely able to support itself. Most of it is desert and outside the
desert only a narrow strip of hilly land, about 1 million acres in
extent, is cultivable at all. Even this has an uncertain rainfall.
By 1948 the country was just reaching the stage when it could do
without British subsidies. Now its standard of living has been
dragged right down again in the struggle for work, homes and food
of its own increased population as well as of the refugees.

So the kingdom of Jordan—taking the East and West parts
together—has more than doubled its population since 1948. It
contains a population of 1} million people—4 million of whom are
refugees—and there are 160,000 unemployed. Since 1948 it has
received financial assistance to the value of £114 million from all
sources: £75 million from the British Government, most of which
has gone in the form of direct subsidies to the Arab Legion, the
rest being spent on development loans and ever growing contribu-
tions to the budget; about £35 million from U.N.R.R.A. for the
support of the refugees who cost £10 a year a head: and £4 million
in development assistance from the United States. In spite of this,
rags, misery and hunger pervade the country, and it is only able to
pay for 20 per cent. of its own imports.

The question that really arises is whether, given more financial
assistance for development (she has so far received relatively small
sums for this purpose) Jordan could really improve her economic
position to any appreciable extent. Her only important raw materials
are phosphates and Dead Sea salts. Both would probably repay
investment, particularly her phosphates, if, as is hoped, the present
mine worked on a small scale at Rusafa forms part of really large
deposits. This would probably improve her balance of payments,
if she could surmount the problem of having no Mediterranean
port. But the phosphate industry cannot absorb a great amount of
labour. The biggest agricultural project considered is the irrigation
of 100,000 acres in the Jordan valley, so far held up because of the
necessity of an agreement with Israel, who controls the head waters
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of the Jordan. Some 10,000 acres round Maan might also b
irrigated ; there might be some more terracing of the rocky hillside:.
of West Jordan, with the help of British loans; and further con-
version of cereal lands in East Jordan to more paying terraced
cultivation. Light industry might absorb 20,000 people. But all
this, the Jordan valley scheme included, would probably only
provide work for about 300,000 more people in the next 10 years,
when the present population will have increased by 500,000. It
seems clear therefore than Jordan simply cannot support its popula-
tion, and that something will in any case have to be done about the

1 million refugees.

This raises the whole problem of the resettlement of the refugees
—about 900,000 in all. Besides those in Jordan there are 215,000
in the tiny desert Gaza strip controlled by Egypt; 104,000 in the
Lebanon, and 88,000 in Syria. Even supposing a political settlement
was reached with Israel, and the refugees agreed in return for
compensation to go elsewhere, the question is, where are they to
go? It is all too commonly assumed that it would be quite easy
for the Arab states to take them. But is this really so? Jordan
cannot keep those she has. Nor can the Lebanon which is already
over-populated. Egypt, which is even more over-populated herself,
cannot take them though she has generously undertaken to reclaim
part of the Sinai desert in order to put 60,000 of those from Gaza
upon the land. Saudi Arabia is too poor in natural resources, even
if rich in oil royalties, to be considered. There remain Syria and
Irak.

Syria could probably settle those she has, given proper financial
assistance. But it seems extremely doubtful whether administra-
tively or economically she could take any more. The western part
of Syria is over-populated and there needs to be a shift of population
to the East. Land is available—on the Euphrates—possibly a
million acres. But it needs to be irrigated and it needs to be surveyed
because its exact extent is unknown. Because of this, and because
of the expense involved, the present five-year plans of Syria envisage
the irrigation of only 225,000 acres in the whole of the country
by 1960. This land will be needed for Syria’s own rapidly increasing
population. The total estimated cost of these plans is £190 million,
£100 million of which are earmarked for the increased costs of the
larger and more efficient administration which will be needed to
carry them out. They are too, only plans, because the money to
finance them has not yet been found. From this it is clear that
enormous sums of money, comparable to those that have been
poured into Israel, would be needed if even such land as is available
were to be irrigated ; that the strain put on the administrative capacity
of Syria would be too great to be borne; and that even if the land
could be irrigated it is not at all certain that the Syrians do not need
it themselves.

On the basis of the planning already in progress, the only Arab
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‘ountry which will have succeeded—by 1975—in bringing more

and under cultivation than is required to maintain its own popula-
tion (including natural increase) is Irak. Irak has a generously
expanding economy. Economically therefore, it could probably
absorb quite a large number of refugees—in time—both on the land
and in non-agricultural pursuits—but not administratively. Irak’s
administrative capacity is even smaller than that of Syria, and it is
difficult to see how she could handle such an increase in population,
even by 1975.

When one remembers the difficulties encountered by the Israelis
in settling 300,000—400,000 backward Jews both on the land and
elsewhere, in a country two thirds of whose population are rich in
the technical skill and organising capacity of the West, then the
problem of settling nearly a million Arab refugees can be seen in its
real perspective.

There is also the question of expense. If each refugee were to cost
as much to settle as a backward Jewish immigrant in Israel, the total
cost of the operation for the 900,000 Arabs would be £360 million.
In addition there would be the cost of creating the kind of adminis-
trative cadres which are in fact lacking in Arab countries. Who,
one is left asking, is to supply the money, and who is to administer
the schemes?

These are the questions, it seems to me, which we, and all other
member states of the United Nailons should seriously be asking
ourselves, since the responsibility for the whole situation is ultimately
ours.




Published by the Iraqi Embassy, 21, Queens Gate, London, S.W.7.
Printed in England by Merritt & Hatcher Ltd. London.
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cc. on File No. OF 83/154/01.

The Singl Project

You asked for a note on the Sinal project and its financing.
2. In your note of 10th January on 0.F. 83/154/01 you discussed
the part which U.N.W.R.A. would have to play in maintaining Arad
refugees until they could he resettled and in resettlement, and
the Foreign Office assumption that ocur contribution would be 20%.
You also said that the Foreign Office claimed that we are more or
less committed to the Sinai project, 1f the scheme was found
practicable and Fgypt accepts; and that the estimated cost was
£30 m., 8o that our share would be about £2 m.
Be The short point that emerges from the papers on the I.F. file
attached is that ¥30 m. wae merely a figure that was agreed by
UesN.W.R.A. with the Egyptian Government in June 1953 as a sum to
be earmarked for the irrigation of a strip of North West Sinail
adjoining the Suez Canal. UsNuWeRe Ao, Egyptian Government
officials and Point 4 experts then did a survey of the feasibility
and cost of settling 10,000 refugee families and 700 ancillary
wvorkers on en irrigated egricultural settlement of 50,000 fenns of
land east of the Suez Canal. They found that it was feasible to
do this, even though it would involve siphoning water from the Nile |
under the Suez Canal, having brought it along the Ismasilia Canal
and a new (Sahlia) canal, and distributing it from main and
lateral cheannels by low 1lift pumps, for which the power would be
generated near the siphon. They found that the cost would be:-

/Construction




Construction £E8 14,400,000
Establishment

Movement 200,000
Farm Eguipment 700,000
Livestock 1,000,000
Grants to Non-Parmers 350,000
Administration 150,000 2,400,000

Public Service Costs 300 , 000

TOTAL capital cost &E 17,100,000
Subsidies (up to Year 10): Total about 7,900,000

GRAND TOTAL &8 25,000,000

Reriibond el

Lie We also have a report on ithe feasibility report from

J. Co Eyre, the Agricultural Adviser at the British Consultate

General in Jerusalem, whose coments are so lucid and clear that
vou may care to glance through them (flagged on I.F. 592/410/01).
y he thinks that the plan has been thoroughly worked cut
h the estimates of cost may be erring on the high side.
is shows that our potential commniiment, if the scheme ever
nto effect, is likely to be a great deal more than £2 m;
ald only be in the context, presumebly, of an even more

eneive problem of resettlement.

(R. B. MOBERLY)
26th March, 1956




by Mr Bristow. /

From my side, there are the four points mentioned Qé%
I have, however, the following general points, some ¢

of which are not really for me to make, but I put them down
Tor what they are worth.,

Assumption (2) in para 3, I can see that this might

heppen in ‘he event of a '"serious deterioration". But need

we assume that it would happen? The Iraqis would have =

vvery strong financial interest in keeping it open and allowing
any breakages to be repaired as soon as possible. To some
extent, this applies also to the pipeline countries., Surely
oil revenues would be the sinews of any war with Israel?

In a sense, It might be easier to envisage the canal closed
(since Egypt gets little direct and immediate benefit from

it) thanthe pipelines.

Strategic angle., I am not clear either whether this

execise has slready been done in a defence context (presumsbly
| not in such detail) or whether there are relevant strategic
sosumptions and plans (presumebly yes). Assumption (3) in
para 3 rightly takes the worst possible case, of complete
and continuous stoppage. Do we assume that, short of general
ar, we would acquiesce in this? We know that the Canal 1s
singularly wvulnerable to complete =toppage if a single ship
is sunk. But the consequences of stoppage are clearly so
serious, for the Americans no less then for ourselves, that I
find it difficult to comment without knowing more of the
strategic side. This induces me to mention thet I wonder
whether we ought to have a Defence menber oh the 5,C.C. I
know that the M. of Def. are thinking of employing a

retired brigedier to hecome an expert on the Canals3~ which

is a bit of pube duplication, since we, the F.0, and Sir

Francis Wylie between us could probably do more for them.

(R, B. MOBERLY)

I2th April I956.
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What rardsticks of world power? Steel is one, and
last ye: . . Germany produced over 21,000,000 tons,
1,000,00. +wmore than Britain. If Germany were

reunified in five years time, its total steel production should
be around 35,000,000 tons—seventy-eight per cent. of pre-
sent Russian production and double what Hitler needed to
launch his war. Military force is still a yardstick. Today
there are 130,000 men under arms in eastern Germany and
the Federal Republic is to organise its twelve-division army
bly the end of 1959. After that date the Federal Republic
will be producing 150,000 trained reservists a year. Alr.x ‘hve
years time a reunified Germany should have twenty divisions
available, along with several hundred thousand reservists. A
third yardstick of power is economic stability. Re_rumﬁcanon
would bring a second °economic miracle’, this time to
eastern Germany. In western Germany a phase of absorbing
10,000,000 refugees, repairing the ravages of war, and stabi-
lising the D-mark is nearly over. Great industrial firms are
beginning to invest heavily abroad and the era of real econo-
mic expansion is only beginning.

Nuclear power is the most important yardstick of all, and
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here a united Germany will have unique advantages. The
west German technical progress which is sure to take place
will be supplemented by east German uranium. Nor can
German technical brilliance and grinding energy be restricted
to peaceful nuclear development. Once it was split, the atom
could no longer be bound by artificial limitations.

A Germany of cover 70,000,000 people, with the best
army in Europe, mounting steel production, and control of
its own nuclear resources—that is the picture which Ger-
man reunification suggests. A Germany on this scale could
afford to be independent and neutral between east and west.
Even western Germany on her own is beginning to feel her
strength. Her Finance Minister has just refused to pay
towards the upkeep of allied armies on German soil, her
Defence Minister has secured the use of nuclear weapons for
the Gérman army, a prominent member of Parliament has
called for withdrawal from Nato. Finally, talks has begun
about a ‘ new political wind blowing ’, about  the end of the
Adenaver era’, and that dangerous word ‘ Realpolitik’ has
crept back into German political thought.—From a talk in
the Third Programme.

Israel and the Arab States

By Sibyl Eyre Crowe

OLITICAL and military controversy over Israel and

the Arab States has tended to distract attention from the
social and economic problems raised by the outcome of the
Palestinian- war. It is all too easily assumed that if the
political and military questions could be settled, all could be
settled-——quite soon and fairly easily. But this is, in fact, far
from being the case.

In the first place, the war has resulted in the creation
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of two states—Israel and Jordan—which are unviable
economically without—and even with—substantial financial
assistance, The main reason for this is simple: there are
100 many people in countries too poor to support them. Let
us take Israel first, which is by far the better off of the two.
Not only does she possess 80 per cent. of the former mandated
area of Palestine (8,000 out of 10,000 square miles), a
proportion which is interesting to ccmpare with the 55 per
cent. allotted to her by the United Nations award of 1948;
and the 63 per cent. actually bought and cultivated by her
nationals before 1948. She has also acquired all the richest
agricultural land which Palestine contained, all the citrus
groves, half of which were owned by Arabs before 1948,
ali the rich coastal plains, all modern Jerusalem, all the
former water supply of Jerusalem, and—more important still
for her future development—a sufficient surplus of water
supplies from all sources in the north to enable her to irrigate
large parts of the arid Negev in the south. She has a
Mediterranean as well as a Red Sea port and complete con-
trol of the Haifa railway. Two-thirds of her population are
of European origin and therefore possess in large measure
the skill and managing capacity necessary to a modern pro-
gressive state. She has a population of about 1,750,000
people. In 1947 the area now lying within her borders
contained 1,500,000 people. Already considered by experts
to be over-populated then, it must certainly be over-

populated now. But it is nothing like as over-populated as
the Kingdom of Jordan.

Israel has, too, received financial aid on an unprecedented
scale in relation to the size of her population. The total
amount of aid received by her since 1948 has been estimated
at £700,000,000. Of this about £200,000,000 has come from
world Jewry, mostly in the form of a gift; about £200,000,000
from German reparations delivered up to date, all in the
form of a gift; and £105,000,000 from the United States
Government—£65,500,000 in the form of a gift and
£40,000,000 in the form of loans. With all these initial ad-
vantages and all this financial help, what is Israel’s position
today? Certainly there has been much progress since 1948,
The amount of cultivated land has doubled and the irrigated
ares has trebled. Agricultural and industrial output have both
increased enormously and so has overseas trade. Some
750,000 new immigrants have been absorbed and there is
little unemployment.

This is the credit side of the picture. But the debit side
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is dark and overshadows it, for, in spite of all this, Israel
is still able to pay for only 30 per cent. of her own imports.
According to her own estimates she will, too, need further
financial assistance to the value of £570,000,000 over the
next five years, if she is to narrow the gap in her balance
of payments to a proportion small enough to be covered by
more or less permanent contributions from world Jewry.
She counts on getting £140,000,000 from the rest of the
German reparations due to her; £62,000,000 from the
United States; and £76,000,000 from private investment.
For the rest—&£291,000,000—she has only world Jewry to
turn to. Even -if she receives these vast sums there is in
fact no guarantee that she will be able to pay her way by
1960, for by then her population by natural increase alone
will have reached the 2,000,000 mark, and if North African
immigration continues at the present rate it will be about
2,200,000. So the financial prospect for Israel is not bright—
especially as only about a quarter of the aid received by her
has gone into really productive enterprise; whilst about half
has simply been consumed. Will these ratios necessarily
change?

Agricultural Targets for 1960

Her agricultural targets for 1960 eavisage an increase of
250,000 acres in the irrigated area, with an accompanying
increase in production big enough to make her self-sufficient
in all foodstuffs except grains. But it is not clear where all
this irrigated land is to come from.

At present, plans seem to be limited to irrigating about
50,000 acres in the Negev. But even with these, great diffi-
culties are being encountered. There are financial difficulties
because most of the settlers are new immigrants from North
Africa, and the cost of settling a new immigrant from a
backward country upon the land, even at a standard well
below a Eudopean one, is £400 a head. There are also
social and economic difficulties because the new immigrants,
who are in any case not peasants but artisans or townsfolk
in origin, have primitive methods and habits, and cannot be
taught to cultivate well. Nor can they do what is expected
of every rural settler in Israel—namely, co-operate.

In any case, self-sufficiency in foodstuffs could not solve
Israel’s problems. It is on the development of industry and
industrial exports that her future must primarily depend.
The increase in her industrial output and overseas trade
since 1948 means little, because thereswas little industry then
and practically no overseas trade. Not only does industry
need large capital investment to get going at all, but con-
tinuing costs will be heavy because, with few exceptions, all
Israel’s industrial raw materials have to be imported. Her
trading prospects are further handicapped by low product-
ivity, and by high costs of production, owing to the infla-
tionary trends in her economy. These have been much
aggravated by her absorption of such a large number of
immigrants, as well as by her insistence on the maintenance
of a near-European standard of living for the bulk of her
population. If oil were found in large quantities this might
revolutionise the situation. But, at the moment, the amount
of oil produced is trifling.

If this is the position of Israel, where it has been officially
stated that ¢ the purpose of the state cannot be considered to
be fulfilled unless hundreds of thousands and even millions
of Jews who wish or need to come to Israel have entered
their homeland’, what about Jordan? The new kingdom
was formed in 1948 out of a union of West Jordan, the
2,000 square miles of Palestinian territory remaining to the
Arabs, and East Jordan, the former mandated territory of
Transjordan.

Barring the desert, West Jordan was already considered to
be the poorest part of Palestine, and was never agriculturally
self-supporting. Before 1948 its pre-war population of
425,000 people lived largely by their connection with the
richer parts of Palestine, working In the towns, on the rail-
ways, in the Mandate services, and in the British army.
Today all these sources of employment have gone and the
population has doubled in size. It includes 350,000 refugees,
all of whom are fed, at bare subsistence level, but only a
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third of whom are housed by Unrra. T . * increased
non-refugee population has to live as be. ° on greatly
diminished resources. Many thousands a. 4at, or near,
starvation level. Particularly catastrophic is the position of
the 120,000 people in the frontier villages, who have lost
nearly all their richest lands in the plains to Isracl. As these
people are not homeless they are not officially classed as
refugees and receive no rations from Unrra. Their plight is
terrible.

East Jordan has no frontier problem. But is has many
others. Its pre-war population of 300,000 people has more
than doubled in size and includes 140,000 refugees. It was
always a poor country barely able to support itself. Most
of it is desert; and outside the desert only a narrow strip
of hilly land, about 1,000,000 acres in extent, is really
cultivable at all. Even this has an uncertain rainfall. By
1948 the country was just reaching the stage when it could
do without British subsidies. Now, its standard of living has
been dragged right down again by the struggle for work,
homes, and food of its own increased population as well as
of the refugees. ‘ :

So the Kingdom of Jordan—taking the east and west
part together—has more than doubled its population since
1948. It contains a population of 1,500,000 people—50,000
of whom are refugees; and there are 160,000 unemployed.
Since 1948 it has received financial assistance to the value:
of £114,000,000 from all sources: £75,000,000 from the
British Government, most -of which has gone in the form
of direct subsidies to the Arab Legion, the rest being spent
on development loans and ever-growing contributions to the
budget; about £35,000,000 from Unrra for the support of
the refugees, who cost £10 a year a head; and £4,000,000
in development assistance from the United States. In spite
of this, rags, misery, and hunger pervade the country, and
it is only able to pay for 20 per cent. of its imports.

The question that really arises is whether, given more
financial assistance for development (she has so far received
relatively small sums for this purpose), Jordan could really
improve her economic position to any appreciable extent.
Her only important raw materials are phosphates and Dead
Sea salts. Both would probably repay investment, particular-
ly her phosphates, if, as is hoped, the present mine worked
on a small scale at Rusafa forms part of a really big deposit.
This would improve her balance of payments, if she could
surmount the problem of having no Mediterranean port.
But the phosphate industry cannot absorb a great amount
of labour. The biggest agricultural project considered is the
irrigation of 100,000 acres in the Jordan valley, so far held
up because of the necessity of an agreement with Israel,
who controls the head waters of the Jordan. Some 10,000
acres round Maan might also be irrigated. There might be
more terracing of the rocky hillsides of West Jordan, with
the help of British loans; and further conversion of cereal
lands in East Jordan to more paying terraced cultivation.
Light industry might absorb about 20,000 people. But all
this, the Jordan valley scheme included, would provide work
for only about 300,000 more people in the next 'ten years,
when the present population will have increased by 500,000.
It seems clear therefore that Jordan simply cannot support
its population, and that something will in any case have to
be done about the 500,000 refugees.

Resettlement of Refugees

This raises the whole problem of the resettlement of thel
refugees—about 900,000 in all. Besides those in Jordan there
are 215,000 in the tiny desert Gaza strip controlled by
Egypt; 104,000 in the Lebanon; and 88,000 in Syria. Ever
supposing a political settlement were reached with Israel
and the refugees agreed in return for compensation to go
elsewhere, the question is, where are they to go? It is alf
too commonly assumed that it would be easy for the Aral
States to take them. But is this really so? Jordan canno
keep those she has. Nor can the Lebanon, which is alread;
over-populated. Egypt, which is even more over-populateg
herself, cannot take them, though she has generously under
taken to reclaim part of the Sinai desert in ordet to pu
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6@ of those from Gaza upon the land. Saudi Arabia is
too poor in natural resources, even if rich in oil royalties,
to be considered. There remain Syria and Iraq.

Syria could probably settle those she has, given proper
financial assistance. But it seems extremely doubtful whether
administratively or economically she could take any more.
The western part of Syria is over-populated and there needs
to be a shift of population to the east. Land is available—on
the Euphrates, possibly 1,000,000 acres. But it needs to be
irrigated and it needs to be surveyed because its exact extent
is unknown. Because of this and because of the expense
involved, the present five-year development plans of Syria
envisage the irrigation of only 225,000 acres in the whole
of the country by 1960. This land will be needed for
Syria’s own rapidly increasing population. The total estim-
ated cost of these plans is £190,000,000, £100,000,000 of
which are ‘earmarked for the increased costs of the larger
and more efficient administration which will be needcd to
carry them out. They are, too, only plans, because the mcney
to finance them has not yet been found. From this it is :lear
that enormous sums of money, comparable to those that
have been poured into Israel, would be needed if even such
land as is available were to be irrigated; that the strain
put on the administrative capacity of Syria would be too
great to be borne; and even if the land could be irrigated
it is not at all certain that the Syrians do not need it
themselves.
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On the basis of planning already in progress, the only
Arab country which will have succeeded—by - 1975—in
bringing more land under cultivation than is required to
maintain its own population (including natural increase) is
Iraq.

Iraq has a generally expanding economy. Economically
therefore, it could probably absorb a large number of
refugees, in time, both on the land and in non-agricultural
pursuits; but not administratively. Irag’s administrative
capacity is even smaller than that of Syria, and it is difficult
to see how she could handle such an increase in population—
even by 1975.

When one remembers the difficulties encountered by the
Israelis in settling between 300,000 and 400,000 backward
Jews both on the land and elsewhere, in a country two-
thirds of whose population is rich in the technical skill
and organising capacity of the West, then the problem of
settling nearly 1,000,000 Arab refugees can be seen in its
real perspective. There is also the question of expense. Who
is to supply the money, and who is to administér the
schemes?

These are the questions, it seems to me, which we, and
all other member states of the United Nations, should
seriously be asking ourselves, since the responsibility for
the whole situation is ultimately ours.

—From a talk in the Third Programme
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DISPLACED ARABS IN

NEED OF AlID

TO THE EDITOR OF THE TIMES

Sir,—There can be little doubt about
the truth of Mr. Mott-Radclyffe’s state-
ment in his letter to-day that the reason
why our policy in the Middle East has
failed to win the allegiance of the Arab
States can be explained by the one word
““ Israel.” .

When, immediately on receiving  the

report of the Anglo-American Committee
q of Inquiry into Palestine, Mr. Truman

hastily made a public statement referring

| only to the Jews and ignoring important
regommendations relating to the Arab com-
munity in Palestine, British Ministers were
naturally upset and there commenced the
train of events which resulted in the par-
tition of Palestine in unhappy circum-
stances. The loss to 600,000 Arabs of their
homes and property was an unexpected
and unnecessary result of the creation of
an Israel State and this has been the great
cause of anger among the Arab peoples
ever since.

It is a disgrace to the United Nations
that the great majority of them have
remained the objects of international
charity. * No one who saw them as con-
tented and self-supporting, and very often
prosperous, members of the Palestine com-
munity and has since seen them at various
times over the past 10 years, in the sordid
and hopeless conditions of refugee camps, |
can fail to understand the bitterness of
feeling created in Arab countries. There |
can be no hope of better relations until
these refugees have been given the chance
of becoming self-dependent men and
women again. Israel itself depends for its
existence upon immense financial support,
without economic return, from outside
sources, principally from the United States,
and it is hard to understand why it has
not been regarded as equally necessary to
repair the economy of the displaced Arabs.

The present situation is the inevitable
effect of this cause and the lapse of time
has only increased the need for removing it.
It is a United Nations problem but the
United States could make a great contri-
bution towards the settlement of present |
confiicts if, having regard to its great part
in the creation of Israel, it took the lead
in assuring a financial foundation for its
solution. When statesmen appear to be lost
in* confusion it would give new hope and
confidence to their peoples if they were
seen to be united in one good and
necessary action especially when so much
more good might come in the course of such
action. Yours faithfully,

F. W. LEGGETT.
Reform Club, Pall Mall, S.W.1, Nov. 21.

|

Sir,—Mr. Mott-Radclyffe’s reply to-day
to Lord Feversham’s letter of November 16
brings the light of realism to a situation
too long befogged by muddled thinking.

It 1s not enough to think simply in terms
of transferring part of our national income
to countries patently in need of develop-
ment. Nasser had pledges of massive help
from the west for Egypt’'s High Aswan
project. Everyone conversant with the
International Bank’s high standards must
have realized that its president, Mr. Black,
made great concessions in promising a loan
to supplement American and British help,
yet Nasser thought it necessary to stigma-
tize Mr. ' Black’s helpful advice as
unwarranted interference with Egypt's
domestic affairs. The International Bank
1S both anxious and able to provide large-
scale finance to help underdeveloped areas,
but it realizes that a dollar lent on reason-
able terms and spent effectively i1s of infi-
nitely more help than thousands of dollars
given and squandered to no good purpose.

Can anyone seriously suggest that those
arecas most in need of rapid economic
development are themselves capable of
ensuring that outside help is effectively
applied ? All question of corruption apart, .
there must inevitably be gross waste of
such help unless the ‘severely limited
resources of competent, indigenous man-
power are substantially increased by im-
| portation of technical and administrative |
skill. Yet, if help on these terms is at the
outset to be labelled imperialism or
colonialism and rejected out of hand, what
are those who sincerely wish to bring about
improvement to do ?

If time were of no consequence the west
might adopt a Fabian attitude of achieving
the achievable and working for gradual but
steady improvement. But recent events in
the Middle East have shown quite clearly |
‘that Russia ‘intends to accelerate her ex-
ploitation of irresponsible nationalism and
unendurable poverty for the purpose of
weakening the west. To attempt to offset
Moscow’s tanks and volunteers and tech-
nical experts by massive western finance
| given unconditionally will be no better than
¥ a policy of “ Danegeld —a policy morally
I debilitating to the giver and useless to the
recipient,

What is the alternative ? Like Mr. Mott-
Radclyffe I do not pretend to know the
answer: but who can doubt that no viable
answer 1s possible unless and until the Com-
monwealth is strong and united within itself
and bound with the closest possible ties to
the United States and western Europe ?

Yours faithfully,
' JOHN BOLTON.
4, Curzon Place, W.1, Nov. 21.
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Palestinian Refugees
(Resettlement)

8. Dr. Stress asked the Secretary of
State for Foreign Affairs whether he is
aware of the United Nations plan for the
resettlement of Palestinian Arabs in the
Suez area; and what action he intends
to take to further this and other plans
on their behalf.

_ Mr. Dodds-Parker : The hon. Member
1s presumably referring to the scheme for
the settlement of 60,000 refugees from
Gaza in Western Sinai. I understand
that the Egyptian Government have
informed the United Nations Relief and
Works Agency that they are unable to
supply the necessary water until the
Aswan High Dam “is built, and the
scheme is therefore in abeyance.

The only other major scheme under
consideration is that for settling 100,000
refugees in the Jordan Valley. This is
not practicable until the governments
concerned come to an agreement for
co-ordinated use of the waters of the
Jordan.

~Her Majesty’s Government will con-
tinue to give all possible support to the
United Nations Relief and Works Agency
in its search for practicable resettlement
schemes.

Dr. Stress: Can the Joint Under-
Secretary state whether the excuse given
that until the Aswan Dam has been
created water would not be available is
correct?

Mr. Dodds-Parker : I think it probably
is. As hon. Members on both sides of
the House know, the extension of irriga-
tion works in Egypt is such that they do
require over a period ahead a consider-
able amount of water, but I cannot give
a detailed answer on any particular
point.

Mr. S. Silverman : Does not the hon.
Gentleman realise that this question, like
so many other relevant questions about
this subject, is completely bedevilled by
the general political situation which lies
behind it, and that we shall never get
any satisfactory settlement of this tragic
problem except as part of a general
political settlement in the area? Does the
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hon. Gentleman not realise that it is com-
pletely impossible to produce any feeling
of security between Arabs on the one
side and Israelis on the other while all
their countries are being periodically
played off one against the other by one
or other of the great Powers for their own
purposes? If that is so, is not it neces-
sary that all the interested parties, with-
out exception, should be got together to
make an endeavour to work out an agreed
solution.

Mr. Dodds-Parker: While accepting
the hon. Member’s analysis, I must reject
the accusation against Her Majesty’s
Government either as it affects my right
hon. Friends on this Bench or right hon.
Gentlemen opposite. 1 think that we
have all done our best since the unhappy
days of 1947-48 to reach a settlement.

Mr. Bevan: May [ ask the hon.
Gentleman to realise that so far as we
on these benches are concerned this is
not a matter for scoring over one side
of the House or the other? There is
anxiety in all parts of the House. May
I ask the hon. Gentleman to consider that
it seems to us that what is required is a
general approach to the question so that
the various pieces fall into place. The
Yarmuk-Jordan Scheme, the Johnson
Scheme, the Lowdermilk Scheme and all
the other schemes cannot, so far as we
can see, be approached intelligently by
the Middle East unless they form part of
a general design. We should like to
know what general design the Govern-
ment have in mind to advance.

Mr. Dodds-Parker: The Foreign
Secretary has just shown how these
various problems do exist and, affect the
problem of a settlement. Sometimes it
looks as if a package agreement might
be reached and then it falls to bits. Then
there may be a suggestion that one or
other of the schemes might be proceeded
with individually. The right hon. Gentle-
man knows as well as I do that these
various approaches have been made, and
Her Majesty’s present Ministers will do
their utmost to reach a settlement by one
way or the other.
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Hollo "'g i tcxt (received from Canada ﬁouse) of "telegram
No., 1268 dated ZJ b llay from the Canadian Mission in New York to
the Canadian Governiment. Beginse

When Engen and I met with the Secretary General on May 17th,
Engen reported a convcfsatich which he had with Lall last week.
Lall had informed him that Jung, the Indian Aumbassador in Cairo,
had received instructions to approach the Egyptian Government in
an effort to bring about some improvement in Israel-Egypt relations.
Jung was to urge the Egyptians to make a policy announcement
reafiirwing adherence 0 the non-aggression provisions of the
Armistice Agreement (Article 1). Tiis affirmation might be coupled
with an expression of willingness to decide disputes through
‘ Z means and in particular to submit differences about
s ze of the Suez Canal and the Straits of Tiran to the
Iinternational Court of Justices At the same time the Egyptians
would be urged to refrain from hostile acts in relation to Israel.
Presumably this Indian approzch was intended to encourage the
Egyptians to follow up their decluration on the Suez Canal with
DOl D“ono‘nce sents which would tend to improve the changes of
better relati A1t srael and to discourage them from continuing
the hostile ,*nf'*;z aiid other acts which helped to produce the
explogive si tion of last autumm.

The Secretary General remarked that this Indian initiative
uld be nel;LuW and w not unrelated to the efforts which the
et"“J Gener had made during his recent visits to the Kiddle
5 uv“tLOleJ in particular the thnree questions which he had
beth to the Bgyo,tian and the Israel Government, concerning
vance of the Armistice Agreement. Speculating on Indian
he 3ecretary eue':? seid he had gained some impression
at Den~Gurion ‘ht "soon begin a flirtation with Nehru',

i is had been consi defjjl” disturpbed by the chilling effect
the ed intervention last autuim on Israel's relations with
India. Pernsps both countries considered that the time for
repprochne t was at hand.
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Anglo-American Talks, Stage 3

You will have seen the minutes of a meeting o he
Official Committee on the Middle East held last Tuesday
(OME (57)20th Meeting) at which the brief for the Anglo-

merican talks was discussed. We made the points agreed
with you in our preparatory discussion, and the Foreign Office
' undertook to amend the brief accordingly.

You will see that there was some discussion also on
Palestine and that the Treasury were asked to consider the
extent to which in present circumstances the United Kingdom

i) Gard ORN g
might be ready to contribute towards the eeost—oformmesgrieme—ny
of the Arab refugees. Mr. Johnston has submitted the
abttached note to me on this subject and after discussing it
with I.F.,, I told Sir Humphrey Trevelyan

(a) that there was no objection to his saying in
discussion with the Americans that if there was a prospect
of* securing a settlement of the Arab refugee problem, for
example in return for a lifting og the embargo on the passage
of Israel ships through the Canal, H.M.G. would be prepared
to do their part in making such a settlement possible.
I added, however, that it must be clearly understood that there
was no suggestion of any commitment about the amount of any
contribution which H.M.G., might be prepared to make,

I told Sir Humphrey that it was all the more necessary
to be non-committal about this, since we must reserve the
Chancellor's position entirely on the question of what amount
of financial assistance the U.K. might be prepared to give.
In the first place Ministers had never decided when they were
considering the Alpha plan whether the amount of the U.K.
government loan should be £15m, or £10m. Moreover the Alpha
plan provided for a comprehensive settlement. It certainly
could not be assumed that the Chancellor would agree to the

same sort of contribution if the settlement were to be limited

/to
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to the question of refugees,

Sir Humphrey Trevelyan said that he entirely agreed that
he must be non—com@ittal in what he said to the Americans, and
that in particula;nggemust be no suggestion of any figure or
order of magnitude.

He also mentioned the question of economic assistance to
Jordan and said that he proposed to follow the line agreed
by the Middl%ﬁaiﬁfgfggii?%il) Committee, namely that once the
question of FAAAIrosidss ;kghts,had been settled, the U.K.
Government would be prepared to consider the possibility of
future aid. But here again he would make it clear that when we
said "consider" we meant "consider" and that we should be

perfeetly free to come to the conclusion we so decided,

that we could not do anything for Jordan.,

/
IS

.
~

13th June, 1957

Mr. Armstrong
Mr. Peck,
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SIR DENIS RICKETT

cc. Mr. W. Armstrong.
ALPHA

I am very sorry to have overlooked the promise to
Sir H. Trevelyan that we would give him a note about this.
2 In 1955, Ministers approved the Alpha plan in principle, the
main features of which were as follows:
(a) the most Israel could afford for compensation to the Arab
refugees was £1OO million;
(b) it was unlikely that she could find more than £15 million
of this from her own resources or from Jews outside the
Commonwealth;
(¢) therefore external aid would be needed to help her find
the balance. As to this, the suggestion was that the Americans
would find £50 million, and other Governments £5 million (from
loans or grants). The balance would be found as to £15 million
by allowing Israel to sell bonds in the U.K. and Sterling Area.
But
(d) Ministers did not decide whether the final £15 million
should be found by way of a ten-year loan from the U.K. since
the then Chancellor thought that £10 million should suffice.
e Ministers therefore agreed that the amount to be lent by the U.K.
should be further discussed between the Chancellor and the Foreign
(M (55) 180 b luvin )
Secretarxf In fact these discussions have never been held and the
matter remains unresolved.
L. In addition, of course, to any sums that we may be called upon to
lend Israsel in order to enable her to pay compensation, we shall have
to make a contribution towards the cost of resettlement. No firm
estimate has been prepared for this. Much depends on what schemes
are adopted, e.g., whether the Johnston Plan goes forward. But, on

the scale of our normal contributions to U.N.W.R.A., resettlement

— ~
might cost us £20 million. /A. /ué-rmz U hadniin b,./'r'né b, rnins (L

S 5 AL

(Mo B STON)
13th June, 1957
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B o 2 Refugees

72. Mr. Sorensen asked the Secretary
of State for Foreign Affairs approximately
how many refugees now remain under the
supervision of the United Nations com-
pared with two years ago; in what areas

encampments remain ; and, in particular,
what progress has been made in securing
the aid and resettlement of Arab refugees
now in Jordan and elsewhere.

Mr. Selwyn Lloyd : There are estimated
to be roughly 2 million refugees within
the mandate of the United Nations High
Commissioner (which does not include
Palestine refugees). Of these only 50,330
were living in camps on 1st January, 1957.
This was 34,000 less than on 1st January,
1955.

In June, 1956, there were 922279
registered Palestine refugees compared
with 887,058 in June, 1954.

There are refugee camps in Austria,
Germany, Italy and Greece ; and also in
Jordan, Syria, Lebanon and Gaza.

The Palestine refugees are maintained
by the United Nations Relief and Works
Agency on standards which provide for
their essential basic needs. Little progress
has been made in their resettlement owing
to their unabated desire to return to their
homeland.




903

Mr. Owen : How long can the House
anticipate it will be before the Govern-
ment’s consideration of this matters takes
place?. Some weeks have elapsed since
the reply was given to my hon. Friend
the Member for Merthyr Tydfil (Mr.
S. O. Davies). Is this not a unique oppor-
tunity whereby the United Nations can
be drawn into consultation on the matter
and secure a probable disengagement of
forces which might lead to a useful pilot
scheme?

Oral Answers

Mr. Harvey : With respect to the hon.
Gentleman, consultation is not a matter
which one participant, can control. Tt is
a question of all being agreed. With
regard to the hon. Gentleman’s second
point, it is as the result of the refusal to
abide by United Nations’ ‘decisions that
many of these difficulties arise.

Mr. Bevan: Will the hon. Gentleman
tell the House through what agency the
consultations are taking place? *Is the
Director-General of the United Nations
involved in them? \

Mr. Harvey : That is another question,
but I will endeavour to answer it. ' &

GENERAL NORSTAD
(STATEMENT)

6. Mr. Zilliacus asked the Secretary
of State for Foreign Affairs why Her
Majesty’s Government, as a member of
the North Atlantic Treaty Organisation,
assented to the Commander-in-Chief of
the North Atlantic Treaty Organisation,
General Norstad, publicly demanding

tactical nuclear
Germany.

19. Mr. Frank Allaun asked the Secre-
tary of State for Foreign Affairs why
Her Majesty’s Government, as a member
of the North Atlantic Treaty Organisa-
tion, assented to/the statement by General
Norstad that /the equipment of the
Bundeswehr / with  tactical nuclear
weapons was/indispensable.

weapons for Western

Mr. lan/Harvey : The assent of Her
Majesty’s JGovernment was not required.

Mr. Zilliacus: Is it not a fact this
statemeht of General Norstad cuts right
acrosy the Rapacki Plan which is a
matter for consideration by the Summit
Conference, and is it not highly undesir-
able that the N.A.T.O. Commander

16 D 7
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should be allowed publicly to take a
line contrary in a matter for decision by
Government members of N.A.T.O.?

Mr. Harvey: The decisions of the
N.AT.O. Commander are subject, of
course, to N.A.-T.O. In a matter of this
kind, it is quite impracticable to clear
speeches of this kind before they are
made.

Oral Answers

Mr. Allaun : Is the Joint Under-Secre-
tary of State aware that ac¢ording to a
recent poll eight out of 10 Germans, and
surely a higher proportion of the British
people, are against giving nuclear
weapons to the Germad army, and will
not this kill the Rapdcki Plan and the
hope of peace in Europe even before the
Governments havesa chance to discuss
it?

Mr. Harvey 3 Any discussions between
the Supreme Commander and the Gov-
ernments of N.AT.O. are a matter
between him and those Governments. As
to the hon. Gentleman’s second point, I
think ghat has no bearing upon it at all.

Mr. Bevan: The hon. Member will
be” aware that this speech by General
Norstad did, in fact, alarm quite a num-
Ber of people. Is N.A.T.O. an abstract
organisation for which we have no
Gove‘rnmental responsibility at all?

Mr."Harvey : If the speech by General
Norstadialarmed a number of people,
it is noty the first speech which has
alarmed a Varge number of people.

Mr. Bevan % Hear, hear.

Mr. Harvey : The right hon. Gentleman
knows to what I am referring. He knows
also that decisions about speeches by the
Supreme Commander ‘¢an be reached by
consultation within N.AYT.O., and if the
matter arises I have novdoubt it will
be discussed. h

Mr. Bevan: Will the hors Member
inform the House that the Government
will take the responsibility of Taising
the matter at N.A.T.0.? How can‘it be
raised at N.A.T.O. if nobody raises “it?

Mr. Harvey : We are not nobody.

ARAB REFUGEES

7. Mr. Shinwell asked the Secretary of
State for Foreign Affairs whether he is
aware of the decision of the State of

-~
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Israel to release bank accounts to the
value of 8 million dollars in favour of
Arab refugees and their offer to the
United Nations to pay compensation for
abandoned lands as a contribution to
Arab refugee settlement; whether the
United Nations has yet convey this
offer to any of the Arab countries ; and
with what result.

Oral Answers

21. Mr. Grimond asked the Secretary

z gn Affairs if he will

through the United Nations that

sh effort be made to re-settle the

Palestinian refugees within the Irag-

Jordan confederation with the aid of
United Nations and Jewish funds.

Commander Noble : As my right hon.
Friend said in the House on 27th
November, 1957, we shall play our part

of the United Nations
in seeking a solution of the Palestine
problem on a basis of justice; and a
settlement of the refugees is an essential
condition of a final settlement.

I am aware that the Israel Government
began in March, 1953, to release the
accounts which belonged to Arab refu-
gees but which had until then been
blocked in Israel banks. The Concilia-
tion Commission reported in October,
1956, that about 7% million dollars of
the funds in question had been released.
out of an estimated total of about 81
million dollars.

This action appears to have no con-
nection with the question of compensa-
tion for abandoned lands and so far as
Her Majesty’s Government are at present
aware no n initiative in this respect
has been taken by the Israel Government.

Mr. Shinwell : Yes, but will the right
hon. and gallant Gentleman be good
enough to answer my Question? What
I wished to know was whether this
gesture had been taken up with the
United Nations and conveyed to the Arab
countries. The right hon. and gallant
Gentleman has not answered that part
of the Question. Does he not regard this
gesture as very welcome as possibly lead-
ing to a solution of one of the principal
problems concerning the Middle East?

Commander Noble : I certainly hope
that this gesture may lead to the solving
of this problem, but I think that the
Arab countries and the United Nations
are well aware of the information to
which the right hon. Gentleman has
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drawn our attention. This started in 1953,
and the moneys concerned were funds
which belonged to the refugees and had
been blocked.

Mr. Shinwell : Will the right hon. and
gallant Gentleman be good enough to
answer my question? Is it quite explicit.
What I want to know is whether the
United Nations has taken any action in the
matter and conveyed this gesture to the
Arab countries. Will he answer that?

Commander Noble: I am afraid I
have not got that information—[HoN
MEMBERS:  “ Oh.”]—but perhaps the
right hon. Gentleman’s Question will have
drawn attention to it. As I said in my
Answer, this has been going on since
1953. 1 rather hoped that the ght hon
Gentleman had got some new information,
for us. 1If so, I shall be very glad tor
have it.

Mr. Grimond : While appreciating that
this matter has a long hi ory, may I ask
whether the right hon. and gallant Gentle-
man does not think that the situation has
altered somewhat owing to the confedera-
tion of Iraq and Jordan, coupled with the
present offer by the Isracl Government
making funds available? Is not this the
moment, possibly, for some new effort
to be made to encour i
refugees moving within the Confederation
into the fertile crescent and thus lessen
tension a little?

Commander Noble : I think it is a little
too early to judge this very recent
development in the Middle East.

Mr. Bevan: Is it not a fact that for
some years a trickle has been going from
Jordan to Iraq and that some resettiement
has taken place in Iraq, and that perhaps
it would be just as well if not too much
attention were called to it because, if not,
the trickle may grow into a flood?

Commander Noble: That is what I
was trying to imply.

MIDDLE EAST (FRONTIERS)

8. Mr. Beswick asked the Secretary
of State for Foreign Affairs what steps
have been taken by Her Majesty’s
Government to ascertain the willingness,
or otherwise, of the Union of Soviet
Socialist Republics to join with the three
major Western Powers in a guarantee of




Israell Reaction to Nasir's AP Interview S; 1 //ﬁjéo/z;/
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| ‘ Tel Aviv home service in English 12,00 GMT 9.10.59
Excerpts of report:

Israell Forelgn Minlstry circles have reiterated thls country!s readiness to meet
with Col, Nasir at any time and at any place to dilscuss Israeli-Arab relatilons. However,
there must be no precondltions set for such a meeting. This statement came in reaction
to an 1lnterview between Col, Naslr and an AP correspondent published yesterday. In the
interview he proposed the appointment of a special UN commlission to discuss the settlement
of all outstanding issues between Israel and the Arabs... .

Israell Foreign Ministry circles pointed out in this connection that such a
committee for the implementation of the UN resolutions on Palestine had, in fact, been
set up 11 years ago. This committee, called the Palestine CGonciliation Commission, has
not suceeded in accomplishing its tasks because of the Arabs! refusal to co-operate. The
same circles added that the question to be clarifled at present is whether Col. Nasir is
ready to recognise the State of Israel and to negotiate with 1t on a peace settlement.




Are there any indicatlons that the USA 1s following a hostile policy
against you?

A. Yes 1n everything connected with our problems with Israel.

You pay great interest to the Israell viewpoint while the Arab viewpoint is
lgnored. As the result of many experliences we feel that Israel's interests are glven
first place by you. Evidence of thils 1s the statement made a few days ago by the US
Secretary of State on the question of Israeli shipping in the Suez Canal, Your
Secretary of S8tate spoke of what he called Israel's right to use the Canal. Does he
ever think of saylng a word about the Arabs! rights in pPalestine?

The alleged right of Israel to use the Suez Canal is a matter whieh I do not
think can be compared with the legltimate rights of the Arabs to thelr homeland, land,

and property.

Q. What 1s the next step for the UAR domestie politieal structure?

A. 8tudles on thls subject are reaching the final stages. The full formatlon
of the Natlonal Union will be announced within the next two weeks. The Unilon is the




Nasir!s AP and !Christian Science Monitor' Interview €1 ){JLL/O [

. MBNA in Arabie 14,00 GMT, and Cairo home service 18,30 and 21.00 GMT and "Voice of
the Arabs" 18.00 GMT 9.10.59

Text of report of Abd an-~Nasir!s AP and !Christian Sclence Monitor! interview:

Calro: At 19.00 on Wednesday, 7th October, President Jamal Abd an~-Nasir
recelved Wilton Wayne, Director of the AP offlee in Cairo and Harry Ellls, correspond-
ent »f Christian Sclence Monitor!, The following 1s the officlal text of questlons
they addressed t» the Presldent and hls answers:

Q. In view of the present uproar at the UN regarding the question of banning
Israell shlps from passing through she Suez Canal and in view of what Dr. Mahmud
Fawzl, TIAR Forelgn Minlister, has stated - that this questlion merely forms part of the
whole Palestine problem - we would like to ask you what are the conditions whereby 1t
would be possible to find a solutinn tn the problem, so that the present tension
prevalling in the Middle East region might be eased, Israel claims that the cause
and source of the present tensinon 1s your insistence on banning its ships from passing
through the Suez Canal, despite the Security Council's 1951 resnlution which clearly
states that Israell ships should be allowed to pass thrcugh the Canal, The Israell
Government says that you insist on refusing tn comply with this rescluticn. What 1s
your opinion?

A. The acute tension that now prevails in the reglon may, regardless of its
causes and motlves, be partly consldered an artificial tensicn which Israel purposely
creates so as to collcet the largest possible amount of money. . In sonnzction
with the present uproar at the UN over the ban on Israell ships using the Suez Canal,
I believe that 1t would not be natural for the UN resolutions to be implemented by
the UAR, whillst Israel rejects these resolutions in their totality - particularly
those connected with the rights of the Palestine Arabs.




lost hope of dominating Jordan, Lebanon, Sudan, and Saudl frabla, Recently he has been
compelled to dissoclate himself from Yemen and Algeria,

"However, Abd an-Nasir realises that if Iraq falls under his domination, the
wheels will turn again, and his imperialist dream of dominating the area will become ‘
more realistlc, and the Middle Eastern States will fall under his yoke, one after the
other, Thls 1s the reascn he sticks to his quarrel with Qasim, His repeated allegate
ions that Gen. Qasim 1s a Communist or an agent of communism are unfounded, empty allegat’
ions. President Hablb Bourgulba of Tunisia, whose anti~communism no one doubts, sees in
Gen, Qasim a pure Iraql nationalist, Everybody knows that were it not for Abd an.Nasir!s
plots in Iraq, Gen, Qasim would have been able to restrict Communist activities in Iraq,
and would have been able to set up a stable, neutral regime,

It seems that President Abd an-Nasir knows this fact, His aim then 1s to
widen the extent of the dispute between his supporters and the Communists themoelves, . so
as to divide the Iraql people into two fronts only, In crdex to derrive Gen, Qasim of
popular support which depends neither on the Communists nor on the Nasirists,"

IDavar! concludes: "The expansionist aims of Abd anwNasir are the original
source of all troubles, whether in the Arab world or throughout the Middle Eastern area,
These aims are the source of instability today in Iraq, tomorrow in Jordan, Lebanon, the
Sudan and Saudl Arabla, and the day after tomorrow in North Africa and even in non-Arab
countries such as Ethiopia,"

The 'Jerusalem Post! says: "In spite of last night!s reports, which say that
life is back to normal in Iraq and that Gen, Abd al~Karim Qasim will leave hospibtal today,
the attempt to assassinate him will undoubtedly have an effect on future events in Iraq
and the Arab world, Relations between the UAR and Iraq willl grow worse, and the
competition between the Communists and their opponents wlll increase in vlolence, and
consequently the dispute between Abd an.Nasir and the Communist bloec will increase too,.

"In fact, Abd anNasir!s failure to destroy his opponents has become quite
clear, A few days ago, a Tunislan court sentenced to death a number of people on
charges of attempting to assassinate President Bourguiba of Tunisia in accordance with
a Nasirist plan drawn up in Cairo,”
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Israel has even refused to be bound by the Conciliation Commission set up in
1949 by the USA, France and Turkey with a view to studying means whereby the UN
resolutions could be implemented, Israel attended only one or two of the Commission's
sessions. It was then disclosed that they attended these meetings only to appear to be
yielding to the UN resolutions so as to be able to Join that international organisation.
The day Israel achieved membership it became evident that all its interest in the
Commission and the UN resolutions was at an end, Israel then directed all its efforts
solely to the propaganda fleld. This included its repeated request for negotiations
with the Arabs, although the questlion needs no negotiation or discussion.

The solution to the problem exlsts in the UN resolutions, and the means for
their implementation were avallable in form of a commission set up by the UN and accepted
by the Arabs and Israel for thils purpose. Israel, however, refused to be bound by the
resolutions or by the Commission which was charged with thelr implementation. Therefore,
Israel does not want a solution to the problem nor does it wish to end the state of tenslon.
It only seeks propaganda and the colleotion of donations,

As to the Arab aspect, it is obvious that there are several causes for anxlety
besides what has happened to Palestine and the people of Palestine and beslides Israel's
abrogation of the UN resolutions, Israel has always pursued a hostlle pollcy toward the
Arabs. Aggression has always been Israell!s policy. We shall not, perhaps, forget the
events of 1956 which were not merely aggression but invasion. Perhaps we shall not for-
get that Israel would actually have proclaimed that part of the Egyptian territory, from
which the Egyptian Army had to withdraw to face the Anglo-French Armles which landed in
the Suez Canal, was annexed to Israel, had it not been forced, following the Anglo-French
withdrawal from the Canal, to retreat in i1ts turn.

Q. Can the UAR lay down definite proposals by which to clarify its attitude
for public opinion and force Israel to define 1ts stand?

A. I declared on 22nd July that we are prepared to accept the UN resolutions
should Israel respect and implement these resolutions,

Q¢ You mean all the UN resolutions on Palestine?

A, Of course, the resolutions on Palestine constitute an indivisible whole.
In addition Israel insists on its claims and raises a clamour at the UN: The right of
the refugees to repatriation, the right to thelr properties and to compensation, and the
right to Palestine, The questlon is clear and simple, We demand the rights of the
Palestinian people, but Israel refuses, We demand that the UN resolutions on Palestine
be implemented. But Israel defies the UN, and, moreover, claims the right of passage in
the Suez Canal while ignoring the rights of the Arabs.

Can the UN resolutlons be binding for one party and not for the other? Should
we approve the passage of Israeli ships through the Suez Canal we would, in effect, be
approving all Israel's claims and allowing the Arabs to lose all theilr rights,

On the other hand, we are barring Israelli ships from passing through the Canal
by virtue of our rights, which are guaranteed us by international conventlions, particularly
the 1888 Constantinople Agreement. This Agreement grants us the right, in a state of war,
to safeguard the security of the territory through which the Canal passes.

As for the state of war, it astonished me that following the frustration of the
1956 aggression against Egypt and the wilthdrawal of the defeated invasion forces, the
British Forelgn Secretary Selwyn Lloyd asked me through the UN Secretary=-General
HammarskJoeld to write a letter in which I would state that the measures applicable to
Israell shlps would not be applied to British ships. Selwyn Lloyd was thus explicitly
recognising the existence of a state of war between ourselves and Israel, and asking that
British ships be exempted of the measures applicable in a state of war, on the grounds
that Britaln had withdrawn its aggressor forces from our territory. Thls was in fact
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done, As soon as the withdrawal of the Anglo-French aggressor forces was complete,
we handed such a letter to the UN Secretary-General, to be handed in turn to the British

Government.

As far as Israel 1s concerned, 1t 1s obvious enough that the state of war
continues and will continue as long as its aggression against our Arab territory continues,
It is peculiar indeed that Mr, Selwyn Lloyd forgot all this whille he was spegking about
the question of banning Israell ships from passing through the Suez Canal at the UN General
Assembly several days ago.

Q. The 1951 UN resolution found that the armistice put an end to the state of

A. We believe that the armistice did not end the state of war. Israeli
aggression against the Arab soll in Palestine is still going on. Israel's aggressive
intentions also still exilst. I once again recall the 1956 aggression, so that those
who imagine that the armistice ended the war may not forget.

Q, Is there no feasible way of finding a starting-point for the solution of
this problem?

A, The sole starting-point 1s the implementation of all the UN resolutions.
The observance of these resolutions cannot possibly be imposed on us alone whlle thelr
deflance by others is accepted. All our problems wilth Israel derive from our consent
to the implementation of the UN resolutions. Let me remind you of what I saw myself
when I was an officer fighting in Palestine, The Israeli forces were able to take over
all that Arab territory now under thelr control merely because the Arab States alone
consented to implement the UN cease-fire resolutions, whereas these resolutions presented
Israel with a safe opportunity to continue its aggression,

Our position then became weak because we had placed our confidence in the UN,
believing it had the power to repel the aggressors and to implement its resolutions,
However, as I have sald, we are now prepared to implevment all the resolutions of the UN
on condition that these resolutlons are respected by others as much as we respect them,

The UN is stronger than in 1948 and its prestize is greater. We are prepared
to offer every assistance to the UN in order to implencnt its resolutions. Should the
UN wish to set up a commission or an organisation with thwe task of implementing the UN
resolutions, we would welcome and co-operate with thils commission or organisation.

Q. This explalns the situation regarding Palestine. Would you permlt us to
move to another subjzct? We wish to ask about the crisis with China. Does Your
Excellency believe that this crisis will lead to brezking off relations with the Peking
Government?

To give cne of the Communists vho I1s working apainst our ¢
opportunity to X at an official celebratiun such as the 10th versary of the Chinese
revolution in the pre ce of our Embassy officlals there not a friendly gesture. We
have interpreted this behaVv on the part of the ese (Government as approval of
Khalid Bakdash'!s statements, for nd ould, in its relations with another
Government, permit thils unless there wa e for and inslstence on deflance.

We asked the Char 'Affaires in Peking to lodge a test and later summoned
him to Cairo to report the situation in detail, We are studying measures to be
taken. Our atti e 4s clear, We do not accept insults frem any source We conslder
what took pl in China to be an insult. We accept interference from no onew We
consid at took place in China to be interference in our domestic affairs.

Q. Will the matter reach the stage of breaking off relations?
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